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Budget Award

The Government Finance Officers Association of the United States and Canada (GFOA) presented an award for
Distinguished Budget Presentation to the City of Portland, Oregon for its annual Budget for the fiscal year beginning
July 1, 2015.

In order to receive this award, a governmental unit must publish a budget document that meets program criteria as a
policy document, as an operations guide, as a financial plan, and as a communication device.

The award is valid for a period of one year only. We believe our current budget document continues to conform to
program requirements, and we are submitting it to GFOA to determine its eligibility for another award.
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GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

City of Portland

Oregon
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July 1, 2015

B B

Executive Director
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User’s Guide

The budget document consists of two volumes. Volume One contains general
information and an overview of the budget for the City of Portland, as well as the
budgets for individual City bureaus and offices. Volume Two provides detailed
information about the City's funds and capital projects (capital project details are
only included in the Adopted Budget).

If you have any questions about the budget document or the City’s budget, please
call the City Budget Office at (503) 823-6925 or email
citybudgetoffice@portlandoregon.gov.

Volume One - Bureau Budgets

Mayor's Message

Overviews

Financial Summaries

This is a message from the Mayor about the challenges and opportunities faced in
preparing the Proposed Budget and highlights the Mayor’s budget priorities.
Changes that occurred in the Approved and Adopted Budget phases will not be
reflected in this document.

City Overview

The City Overview gives general information about the City of Portland, including
its demographics and government management systems.

Budget Overview

The Budget Overview presents the total City budget from a number of
perspectives, identifies the Council’s strategic goals and values, and outlines the
City’s overall budget process. It also summarizes key budget decisions and
delineates the links between those decisions and City Council goals and strategic
issues.

Financial Overview

The Financial Overview lays out the City’s financial planning process, fiscal
structure, and related policies. This section also includes the five-year forecast, a
discussion of City debt management, and highlights of key revenue and
expenditure trends.

Budget Notes

The Budget Notes section lists issues which require further analysis or action, per
Council’s direction. The notes generally direct bureaus to undertake a particular
assignment.

These summaries show Citywide revenues, expenses, and authorized positions.
Tables at the beginning of Volume One summarize the City budget across all funds,
list bureau expenses and total City expenses by fund, and detail the City’s Capital
Improvement Plan (CIP). The Appropriation Schedule, Tax Levy computations,
and Urban Renewal Tax Certifications are also included. This section concludes
with tables related to the City’s debt obligations.
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User’s Guide

Service Area
Information

City bureaus are categorized into service areas based on the nature of their
programs and services. Each service area section of the budget document (Adopted
Budget only) begins with a description of the service area and budget highlights for
bureaus in that service area. This is followed by the budget for each bureau in the
service area. The City’s seven service areas are:

*  Public Safety *  Transportation & Parking
*  Parks, Recreation, & Culture * Elected Officials
*  Public Utilities »  City Support Services

¢ Community Development

Volume Two - City Funds

Fund Summaries by
Service Area

Capital Project
Details

Presented in the same service area order as Volume One, these sections detail the
resources and requirements of each City fund. A brief description of each fund’s
purpose and relevant trends and issues are incorporated with fund financial
information.

These sections, included only in the Adopted Budget, describe each of the City's
capital projects by bureau and capital program. Each project includes a title, project
description, funding source (last line of project description), historical and five-year
projected costs, net operation and maintenance costs, the geographic location of the
project, the project objective, total project cost (projected cost of the total project if
expenditures are planned beyond the five-year plan), original project cost (displays
the total project cost as identified during the first year of project implementation),
and the confidence level of the bureau that the project costs will not change. Project
titles beginning with "NEW" were not included in the previous year's five-year
capital improvement plan.

Portland Development Commission (PDC) Adopted Budget

As required by the City’s Charter, the PDC Adopted Budget is incorporated here by
reference. See the PDC website for the PDC Adopted Budget: http://www.pdc.us/.

Figure 1: Appropriated Funds by Managing Agency

Managing Agency Fund Service Area Fund Type
Bureau of Development Services

‘Development Services Fund Community Development |Special Revenue
Bureau of Emergency Communications

‘Emergency Communication Fund Public Safety Special Revenue
Bureau of Environmental Services

Environmental Remediation Fund Public Utilities Enterprise

Sewer System Construction Fund Public Utilities Enterprise

Sewer System Debt Redemption Fund Public Utilities Enterprise

Sewer System Operating Fund Public Utilities Enterprise

Sewer System Rate Stabilization Fund Public Utilities Enterprise
Bureau of Fire & Police Disability & Retirement

Fire & Police Disability & Retirement Fund Public Safety Fiduciary

Fire & Police Disability & Retirement Reserve Fund  [Public Safety Fiduciary
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Figure 1: Appropriated Funds by Managing Agency (Continued)

User’s Guide

Managing Agency

Fund

Service Area

Fund Type

Bureau of Planning

& Sustainability

Community Solar Fund

Community Development

Special Revenue

Solid Waste Management Fund

Public Utilities

Enterprise

City Budget Office

Fire & Police Supplemental Retirement Reserve Fund

Public Safety

Fiduciary

General Fund

City Fund

Major Governmental

General Reserve Fund

City Fund

Special Revenue

Commissioner of Public Affairs

‘Children‘s Investment Fund

Community Development

Special Revenue

Office of Management & Finance

320 Cully Blvd. NPI Debt Service Fund

Community Development

Debt Service

42nd Avenue NPI Debt Service Fund

Community Development

Debt Service

82nd/Division NPI Debt Service Fund

Community Development

Debt Service

Airport Way Debt Service Fund

Community Development

Debt Service

Arts Education & Access Fund

Community Development

Special Revenue

BFRES Facilities GO Bond Construction Fund

Public Safety

Capital Projects

Bonded Debt Interest and Sinking Fund

City Support Services

Debt Service

Central Eastside Industrial District Debt Service Fund

Community Development

Debt Service

CityFleet Operating Fund

City Support Services

Internal Service

Convention and Tourism Fund

Community Development

Special Revenue

Convention Center Area Debt Service Fund

Community Development

Debt Service

Division-Midway NPI Debt Service Fund

Community Development

Debt Service

Education URA Debt Service Fund

Community Development

Debt Service

Enterprise Business Solutions Services Fund

City Support Services

Internal Service

Facilities Services Operating Fund

City Support Services

Internal Service

Gateway URA Debt Redemption Fund

Community Development

Debt Service

Governmental Bond Redemption Fund

City Support Services

Debt Service

Grants Fund

City Support Services

Major Governmental

Health Insurance Operating Fund

City Support Services

Internal Service

Insurance and Claims Operating Fund

City Support Services

Internal Service

Interstate Corridor Debt Service Fund

Community Development

Debt Service

Lents Town Center URA Debt Redemption Fund

Community Development

Debt Service

North Macadam URA Debt Redemption Fund

Community Development

Debt Service

Parkrose NPI Debt Service Fund

Community Development

Debt Service

Pension Debt Redemption Fund

City Support Services

Debt Service

Printing & Distribution Services Operating Fund

City Support Services

Internal Service

Property Management License Fund

Community Development

Special Revenue

Public Safety GO Bond Fund

Public Safety

Capital Projects

River District URA Debt Redemption Fund

Community Development

Debt Service

Rosewood NPI Debt Service Fund

Community Development

Debt Service

South Park Blocks Redemption Fund

Community Development

Debt Service

Special Finance and Resource Fund

City Support Services

Capital Projects

Special Projects Debt Service Fund

City Support Services

Debt Service

Spectator Venues & Visitor Activities Fund

Parks, Recreation, & Culture

Enterprise

Technology Services Fund

City Support Services

Internal Service

Waterfront Renewal Bond Sinking Fund

Community Development

Debt Service

Willamette Industrial URA Debt Service Fund

Community Development

Debt Service

Workers' Comp Self Insurance Operating Fund

City Support Services

Internal Service

Office of the City Auditor

‘Assessment Collection Fund

Community Development

Special Revenue
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Figure 1: Appropriated Funds by Managing Agency (Continued)

Managing Agency

Fund

Service Area

Fund Type

Bancroft Bond Interest & Sinking Fund

Community Development

Debt Service

Local Improvement District Fund

Community Development

Capital Projects

Portland Bureau of

Transportation

Gas Tax Bond Redemption Fund

Transportation & Parking

Debt Service

Parking Facilities Fund

Transportation & Parking

Enterprise

Transportation Operating Fund

Transportation & Parking

Major Governmental

Transportation Reserve Fund

Transportation & Parking

Special Revenue

Portland Housing Bureau

Community Development Block Grant Fund

Community Development

Special Revenue

Headwaters Apartment Complex Fund

Community Development

Enterprise

HOME Grant Fund

Community Development

Special Revenue

Housing Investment Fund

Community Development

Special Revenue

Tax Increment Reimbursement Fund

Community Development

Special Revenue

Portland Parks & R

ecreation

Golf Fund

Golf Revenue Bond Redemption Fund
Parks Capital Improvement Program Fund
Parks Endowment Fund

Parks Local Option Levy Fund

Portland International Raceway Fund
Portland Parks Memorial Fund

Parks, Recreation, & Culture Enterprise
Parks, Recreation, & Culture Enterprise
Parks, Recreation, & Culture|Capital Projects
Parks, Recreation, & Culture|Permanent
Parks, Recreation, & Culture|Special Revenue
Parks, Recreation, & Culture Enterprise
Parks, Recreation, & Culture|Special Revenue

Portland Police Bureau

| Police Special Revenue Fund

Public Safety

Special Revenue

Portland Water Bureau

Hydroelectric Power Bond Redemption Fund Public Utilities Enterprise
Hydroelectric Power Operating Fund Public Utilities Enterprise
Hydroelectric Power Renewal Replacement Fund Public Utilities Enterprise
Water Bond Sinking Fund Public Utilities Enterprise
Water Construction Fund Public Utilities Enterprise
Water Fund Public Utilities Enterprise
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Introduction

Mayor’s Message

Office of Mayor Charlie Hales
City of Portland

I have proposed a budget for FY 2016-17 that invests in the future of a growing city.
It focuses new investment on three pressing issues Portland is facing: public safety,
homelessness, and housing affordability.

Portland as a city is at a juncture. We're growing, and many Portlanders and
businesses are thriving. Yet, many others are experiencing the pains that come with
that growth — gang violence, homelessness, the highest increases in housing prices
in the country. We have the opportunity to leverage our growth and invest in our
future — investments in gang outreach; in more officers; in getting upstream in the
lives of our kids; in affordable housing; in rent assistance; and in homeless outreach
and camp cleanup.

My proposed budget seizes those opportunities to invest in the Portland we love,
and the Portland we all want in the future. Last year we had a record-breaking $49
million surplus — just two years after we had a record-breaking $21.5 million
deficit in the General Fund. This year we have a surplus of $16 million in one-time
and $9 million in ongoing General Fund revenue. As we celebrate this prosperity,
we must also acknowledge that we face important issues that require significant
revenue, now and in the future.

The City’s economy is continuing to boom, and Portland’s finances are in excellent
shape after three prudent, responsible budgets. Now is the time to invest wisely in
making all our futures bright.

Investment Priorities

My budget focuses on specific areas of investment. The priorities are:

Public Safety — $11.1 million

First, I propose investing an additional $11.1 million in urgent public safety
priorities.

City of Portland, Oregon - FY 2016-17 Adopted Budget



Mayor’s Message

We are in the midst of a staffing crisis. We need to quickly hire at least 90 quality
police officers. That means we need to provide hiring incentives to make our force
competitive, and increase police officer pay to keep quality officers on the force.
This budget commits $5.4 million to keeping quality police officers, recruiting good
people, and getting new officers on the street fast.

Our officers are stretched thin, even as Portland is facing high rates of sexual
assault, car and bike thefts, traffic violence, and gang violence.

Gang violence last year hit record highs: 193 gang violence incidents; more than
1,000 shots fired, 73 people shot; 15 people killed. The previous high in Portland:
118 incidents in 2012. This year, we're on track to exceed last year’s high; already
we’ve had 58 gang violence incidents. Last year at this time we had 42. This budget
commits $260,000 to hiring five more gang outreach workers, growing the Street-
Level Gang Outreach program to expand reach and capacity, and cover Portland
seven days a week. To keep up with higher call volume, this budget invests
$858,000 to fund 13 training positions at our 9-1-1 center.

To stem the flow of new gang members, we must give all of Portland’s youth the
opportunity to choose and stay on a safe, healthy path to success. That means we
must get upstream in the lives of our kids. This budget provides $304,000 for 70
more SummerWorks intern sponsorships, amounting to more than 1,000 paid
summer interns hired by the City and County. It provides $28,000 for restorative
justice programs at East Portland schools, and it preserves the $2 million Mayor’s
Community Centers Initiative, which provides free access to community centers
and youth programs.

Addressing other pressing public safety issues and reflecting our commitment to
police reform and accountability, this budget commits $1.7 million to body camera
implementation; $325,000 to Internal Affairs investigators; $395,000 to Portland
Police Bureau sexual assault team expansion; $300,000 to Vision Zero traffic safety
improvements; and $1.4 million to retain 13 firefighters.

Housing and Homelessness — $31.8 million

Second, under the State of Emergency in Housing and Homelessness the City
Council declared last fall, I make an additional $31.8 million investment in
affordable housing and homeless services.

There are three elements to the State of Emergency: rapid action; deliberate
experimentation; real money. To date we’ve committed $354 million over 10 years
to affordable housing, and $10 million toward State of Emergency actions. We’ve
developed Safe Sleep Guidelines for people sleeping outside, and opened 575
shelter beds so fewer and fewer people have to. We’ve made tremendous progress,
but Portlanders have been clear: There’s more to do.

Additional housing investments include $14.5 million for affordable housing
development, and $1.2 million in low-income homeownership and rental
programming, such as $370,000 to repair seniors” homes in East Portland and
$60,000 for eviction prevention services.
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Mayor’s Message

Homeless services include $16.2 million in outreach, campsite cleanup, permanent
housing placements, veteran services, and shelters — another 800 beds by mid-
summer. That investment also includes a new, $2.3 million enforcement program
that, in partnership with the District Attorney and Police Bureau, ensures homeless
Portlanders are effectively connected to the services they need, rather than cycling
through the justice system.

Additional Revenue

These investments are made possible by $5.3 million in bureau cuts, and $8.7
million in new revenues generated by a proposed 0.3 percent increase to the
Business License Fee — the first time it has been increased in 40 years.

The Business License Fee applies to a portion of a business’ net profit. It has been
adjusted three times: 1975 (created), 1976 (raised), and 1977 (lowered). Since its last
increase four decades ago, it has remained at 2.2 percent. The 0.3 percent increase
will take it to a fee of 2.5 percent on business’ profits. Simultaneously, the Owner’s
Compensation Deduction will be raised to $125,000, from $100,000, giving more
than 2,000 businesses a tax benefit.

The fee increase will impact 25,200 of the 43,000 businesses that pay the fee; 15,700
businesses will continue to pay the $100 minimum fee. The businesses that
experience an increase in their annual fee will pay between $61 and $1,532 more per
year, depending on the amount of their profit.

No one wants to raise fees for our great businesses; they’re good corporate citizens
that support our community, and they’ve helped make Portland who we are. Yet,
we’re a growing city facing big-city challenges. These aren’t one-time, small-town
challenges, and we can’t budget for them with one-time, small-town dollars. We
need to be responsible leaders by providing enough revenue to deliver basic City
services and invest in making lasting progress on our challenges. A slightly larger
fee on business’ profits will have a far-reaching, positive impact on the city as a
whole.

Utility Rates

This year, under the leadership of Water and BES Commissioner Fish, we are
submitting service rate increases of 7.00 percent for water and 3.25 percent for the
Bureau of Environmental Services. The combined rate comes in at 4.45 percent.

Conclusion

Today we face real challenges: youth violence at record highs; systemic hurdles to
access and opportunity; a housing affordability crisis; thousands of people sleeping
on our streets. We as Portlanders must seize the opportunity we have, right now, to
invest in the city we love, and make ALL our futures bright.

e LA

Charlie Hales
Mayor

City of Portland, Oregon - FY 2016-17 Adopted Budget 9






City Overview

INTRODUCTION

This section of the FY 2016-17 budget document provides general information on the city
of Portland, its demographics, and its government management systems. The information
will help the reader understand the environment in which decisions are reached during the
budget process. This section will also make it easier to examine and understand other
sections of this budget document.

Portland's budget document reflects City policies, goals, and priorities. In reviewing how
revenues are collected and spent, readers of the budget are watching policy at work. The
budget implements the City's long-range strategic and financial plans and serves as an
operations guide for the government and its activities. It is also a communication tool,
informing residents of the short- and long-term issues and challenges confronting the City.
The budget document reflects the goals of residents and leaders alike.

CITY OF PORTLAND CHARACTERISTICS

Basic Statistics The city of Portland, with a population in 2015 estimated at 613,355 by the Population
Research Center at Portland State University, comprises an area of approximately 145
square miles in northwestern Oregon. Located astride the Willamette River at its confluence
with the Columbia River, Portland is the center of commerce, industry, transportation,
finance, and services for a metropolitan area of nearly 2.4 million people. (The Portland-
Vancouver-Hillsboro Metropolitan Statistical Area includes the Oregon counties of
Clackamas, Columbia, Multnomah, Washington, and Yambhill, as well as Clark and
Skamania counties in Washington.) Portland is the largest city in Oregon, the seat of
Multnomah County, and the second largest city in the Pacific Northwest.

OREGON

City of Portland, Oregon - FY 2016-17 Adopted Budget 11



City Overview

Recreation

Nearby Cascade mountain

peaks, the Columbia Gorge,

and city parks provide
abundant opportunities _for
lovers of the outdoors.

The Economy

A diverse economy is key to
Portland’s future.

Natural Areas

Portland is situated in the heart of a vast and diverse recreational area encompassing desert,
marine, forest, and mountain environments. The city is a convenient point of departure for

Pacific Ocean beaches, located 78 miles to the west, and the forested Cascade Mountains to
the east.

Among the snow-capped peaks is 11,235-foot Mt. Hood, one of the world's most climbed
mountains and home of the world famous Timberline Lodge, only 60 miles from Portland.
There are three major ski resorts on the mountain. On a clear day, Mt. St. Helens, an active
volcano, is visible to the north.

The Columbia River Gorge National Scenic Area is within 20 miles of downtown Portland.
The gorge presents opportunities for swimming, hiking, boating, sailing, and camping, and
is well- known for windsurfing.

The city, with one of the highest parks-per-capita ratios in the United States, prides itself on
its many beautiful parks, forests, trails, and wetlands. These include the 40-Mile Loop (a
trail circling the city that is now much more than 40 miles long); Forest Park, at 5,000 acres
the largest wilderness park in the United States; Tom McCall Waterfront Park, built on the
site of a freeway dismantled in 1974; and Tryon Creek State Park.

Visitor Opportunities

Known as the City of Roses, many tourist and business visitors are drawn to Portland’s
attractions. The Oregon Symphony and Portland Opera, the annual Rose Festival, art and
historical museums, the Oregon Museum of Science and Industry (OMSI), the Western
Forestry Center, the Classical Chinese and Japanese Gardens, the International Rose Test
Garden, and the Oregon Zoo are some of Portland's cultural and recreational highlights.

Portland’s professional sports teams include the NBA Trail Blazers, the WinterHawks
hockey team, and two professional soccer teams, the Timbers and the Thorns. The city’s
main arena, the Moda Center, was opened in October 1995 as a private-public joint venture.
The renovation of the city’s Civic Stadium, now called Providence Park, brought the
Timbers soccer team to Portland. The Timbers began play as a Major League team in 2011,
earning the MLS Championship in 2015.

Overview

Portland's economy has diversified over the past decades. Steady growth in nontraditional
sectors, such as electrical equipment manufacturing, instruments, and related products, has
helped Portland’s economy adapt to national and global trends. The City also boasts a
thriving food and restaurant industry, and was named the nation’s “Best Food City” by the
Washington Post in 2015.

Semiconductor manufacturers, such as Intel and Wacker Siltronic, have established major
facilities in the region. Tektronix, Nike, Providence Health & Services, Kaiser Permanente,
and Legacy, as well as retailers Safeway, Albertsons, and Fred Meyer are some of the other
major nongovernment employers in the Portland metropolitan area. Major public employers
include Oregon Health and Science University (OHSU) and Portland State University
(PSU).

12
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The local area economy is
leading the state’s economic
recovery.

The Port of Portland
manages four marine
terminals, including Oregon's
only deep-draft container
port, three airports including
the Portland International
Airport, and five industrial
parks.

City Overview

Recent Trends

The Portland area economy is now well into the expansion that has followed the Great
Recession. Most broad economic measures are approaching cyclical highs. Perhaps most
notably, county unemployment reached a seasonally adjusted rate of 4.6% in April 2016,
the lowest since tracking began in1990 and representing a decrease of 1.1 percentage points
from the prior April. Meanwhile, the housing market is experiencing record low inventories,
which in turn has pushed prices higher. Housing prices in the Portland area are now rising
faster than any other region in the country, posting an increase of 11.8% between January
2015 and January 2016.

Figure 1: Multnomah County Unemployment
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Shipping and Other Port Facilities

The Port's four marine cargo terminals handle autos, grain, mineral, and other bulks. With
11.2 million tons handled, the Portland harbor handles more international cargo than any
other port on the Columbia River. Portland is the largest bulk mineral exporter on the US
West Coast and the largest wheat export gateway in the U.S. Wheat, corn, and soybean
growers from Eastern Oregon to the Midwest use the three grain elevators at the Portland
Harbor to help get products to overseas buyers. In 2015, Portland was the largest gateway
for US made automobiles being exported to Asia and 4th largest import gateway for autos
on West Coast.

After the withdrawl of Hanjin in February 2015, the Port is seeing new investments by
tenants at the marine terminals approaching a quarter of a billion dollars. Columbia Grain,
Portland Bulk Terminals and Auto Warehousing Company have all made improvements to
their facilities to help move more products.

City of Portland, Oregon - FY 2016-17 Adopted Budget 13



City Overview

The City of Portland balances
housing, retail, and office
space in its development.

At Portland International Airport last year, the Port hit a record-breaking 16.8 million
passengers, a 5.9% growth rate over 2014 and is on course to reach 18 million passengers
this year. The growth at PDX is being driven by a recovering economy and strong domestic
demand and growth from Alaska Airlines, American, Southwest and Delta. PDX now offers
nonstop passenger service to 60 domestic destinations.

PDX now offers nonstop service to 10 international destinations-- Amsterdam, Tokyo,
Reykjavik, Frankfurt, Vancouver, B.C., Toronto, Calgary, Guadalajara, Puerto Vallarta, and
Los Cabos.

Air cargo posted a strong year in 2015 with 228,428 tons - a growth of about 3.7% over the
previous year.

The Port is the largest industrial landowner in the Portland metro area and the state. Within
its 10,000 acres of property holdings, the Port oversees five industrial parks that offer
traded-sector businesses expansion options and fast, efficient access to markets. Rivergate
Industrial District, Swan Island, and Portland International Center are industrial parks
located in the City.

Downtown and Surrounding Redevelopment Projects

The City's financial commitment to its downtown and surrounding communities has
resulted in one of the nation's most attractive cities for quality of life and healthy, urban
living. The Portland Development Commission, an independent agency created in 1958 to
serve as Portland's urban renewal and economic development agency, partners with the City
to encourage redevelopment, community development, job creation, and economic
opportunity. The agency supports both neighborhood and traded sector economic
development, focusing efforts on four cluster industries identified in the Portland
Development Commission’s 2015-2020 Strategic Plan.

In FY 2016-17, the City will encompass 17 active Urban Renewal Areas (12 areas still able
to issue new debt) comprising 14.0% of the City’s land area. Six of these URAs are newly
created 'micro’ districts focused on eastside commercial corridors. Three URAs intersect
with PDC’s neighborhood based activities. Six URAs intersect with the Central City,
including:

+ River District URA: 1998-2021. The current goals are to support creating a safe,
vibrant, and economically healthy Old Town/Chinatown; encourage redevelopment of
the Broadway Corridor, including Union Station, together with 15 acres of land
currently used by the U.S. Post Office; attract new companies and entrepreneurs via
redevelopment of strategic sites; provide funds for a collaborative project with
Multnomah County; and complete renovation of the 10th & Yambhill Garage in
partnership with the Portland Bureau of Transportation.

+ North Macadam URA: 1999-2025. With completion of the Central District, through
projects like the greenway and SW Gibbs pedestrian bridge, current investments focus
on leveraging major infrastructure projects, such as the Portland-Milwaukie Light Rail
alignment, and implementing Development Agreements with Portland State University
and Zidell. New investment will support ongoing growth of the region’s major
educational institutions, PSU and OHSU, and infrastructure investments via a public-
private partnership to spur redevelopment of the Zidell properties to house significant
new job growth in the Central City.

14
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Transportation and
Land Use

TriMet continues to expand
the light rail system.

The Portland Streetcar
complements bus and light
rail transit.

City Overview

¢ Central Eastside URA: 1986-2023. As PDC transitions Burnside Bridgehead
redevelopment to the private sector, current investments focus on supporting the Central
Eastside’s ongoing growth as a high density job center for Portland’s industrial businesses,
entrepreneurs, and cluster industry firms. Projects include redevelopment of key sites
adjacent to and along the new Portland-Milwaukie light rail alignment, such as at the
ODOT blocks and new stations at OMSI and SE Clinton. Major infrastructure
improvements (the Streetcar Loop and the Burnside/ Couch couplet) were recently
completed and will further support future economic development efforts.

¢ Oregon Convention Center (OCC): 1989-2013. The goals of the OCC URA are to assist
the community in achieving its vision as defined by The Lloyd District Development
Strategy and associated neighborhood plans. Major investments focus on regional
attractors, including supporting a new Convention Center Hotel through hotel related
garage development and improvements to the Rose Quarter.

TriMet: Tri-County Metropolitan Transportation District

TriMet provides transit services to about 534 square miles of the metropolitan area. TriMet
operates 78 bus routes, a 60-mile light rail system, and a 15-mile Westside Express Service
(WES) Commuter Rail line. In FY 2016, TriMet provided over 100 million trips. TriMet
carries more people than any other U.S. transit system its size. TriMet's rail lines and buses
combined to eliminate over 200,000 daily car trips.

Growth of Regional Light Rail System

TriMet's nationally recognized light rail system, known as the MAX, extends 60 miles and
serves all three counties in the region. The MAX Orange Line, including the unique Tilikum
Crossing, Bridge of the People, opened in September 2015. It extends from downtown
Portland and connects to South Waterfront, SE Portland, Milwaukie and north Clackamas
County. The multi-modal Tilikum Crossing is the only bridge of its kind in the U.S.,
carrying MAX light rail and streetcar trains, buses, bicyclists and pedestrians, but no car. It
also has the widest multi-use paths of any bridge in Portland. Portland was also the first
West Coast city to have rail service to its airport. To date, more than $10 billion has been
invested in new development within walking distance of the 97 MAX stations.

Portland Streetcar Expansion

The City completed 2.4 miles of track to open the first modern streetcar line in July 2001.
The alignment runs from Northwest Portland through the Pearl District to Portland State
University's Urban Plaza. This successful system later added 0.6 miles to RiverPlace, 0.6
miles to SW Moody and Gibbs to connect with the Portland Aerial Tram to OHSU, and 0.4
miles in August 2007 to the South Waterfront District to complete a total system of 4.0
miles. This original streetcar alignment (now called the North-South or NS Line) is credited
with serving as a catalyst for $3.5 billion in transit-oriented investment and helping to
revitalize Portland's urban core with more than 10,212 new housing units and 5.5 million
square feet of office, institutional, retail, and hotel construction, all within two to three
blocks of the streetcar route and in some areas that were formerly home to industrial land in
decline.
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Metro is the country s only
elected regional government.

The Streetcar Loop extension (now called the Central Loop or CL Line) opened for revenue
service in September 2012, extending the streetcar system east across the Willamette River
with 3.35 miles from the Pearl District, across the Broadway Bridge, through the Rose
Quarter, Convention Center, Lloyd Center, and Central Eastside to a temporary terminus at
OMSI. This Streetcar expansion will help stimulate and support new high-density, mixed-
use development in the Central City east of the Willamette River.

The Streetcar Complete the Loop project that started in February 2013 was completed in
September 2015. The Streetcar Loop around Portland's Central City became operational
across the new Tilikum Crossing Bridge concurrently with the opening of Portland to
Milwaukie light rail. With the streetcar project now seamlessly connecting the east and west
sides of the Willamette, daily ridership has increased - from 4,000 users per day in 2001 to
15,000 users per day in 2015.

Metro

Under Oregon land use law, the Portland area is surrounded by an urban growth boundary.
Metro, the country’s only elected regional government, manages the boundary and growth
within it. Balancing growth with the maintenance of natural amenities is one of the region’s
major challenges. Citizen desire for parks and natural areas was demonstrated through
passage of a local option levy in the May 2013 special election. The levy will raise $10
million per year for maintenance of open space acquired over the last decade.

The Region and Its Environment

Portland is one of the first
cities in the country to have
waterways listed under the
Endangered Species Act.

Portland works to maintain a high quality of life and a healthy environment. Under the
Endangered Species Act, steelhead and salmon within Portland-area watersheds were listed
as threatened species. In this context, the City must carefully balance environmental,
recreational, and commercial concerns as the City develops both banks of the Willamette
River through the River Plan.

Post-Secondary Education

Many fine schools dot the
Portland landscape.

Oregon's urban research university, recognized for excellence in sustainability and
community engagement, is located in the heart of downtown Portland. PSU's motto is "Let
Knowledge Serve the City," and the school offers more than 200 degrees with opportunities
to work with businesses, schools and organizations on real-world projects. PSU has nine
LEED certified buildings on campus and will be opening/renovating two more: School of
Business, and the Viking Pavilion and Academic Center. PSU's 25 year plan includes
expanding student residence halls and facilities to accommodate an anticipated enrollment
of 50,000 students.

The Portland area also hosts many other notable institutions, including public, private, and
health-oriented schools. Portland, Mount Hood, and Clackamas community colleges
provide excellent and affordable two-year programs for area residents. Private institutions
like Lewis & Clark College, Reed College, Concordia College, and the University of
Portland offer programs in diverse fields. Three health science institutions are found in
Portland: Oregon Health Sciences University (OHSU), National College of Naturopathic
Medicine, and Western States Chiropractic College.

These educational assets, plus clean water and air, cultural diversity, architectural beauty,
and the relative ease of getting around, combine to make Portland a popular, livable city.
Portland is consistently rated as one of the best cities in the United States in which to live.
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Figure 2: A Profile of Portland’s Citizens

Percent
Change
Percentof Between
2014 2011 &
General Characteristics 2010 2011 2012 2013 2014 Population 2014
City Population 583,776 595,325 603,650 611,134 619,445 100.0% 41%
Mele 289,211 295,365 297,942 302285 304,728 49.2% 3.2%
Ferele 294,565 299,960 305708 308,849 314,717 50.8% 4.9%
Age Under 18 Years 111,523 116,078 116,177 112,460 114,344 18.5% -1.5%
1810 34 Years 171,282 172,458 168,660 174,252 171,156 27.6% -0.8%
35t064 Years 240,182 246,112 253369 255059 262,872 42.4% 6.8%
65 and over 60,789 60,677 65,444 69,363 71,073 11.47% 17.1%
Race/Bhnic Distribution
One Race 556,496 572,256 578467 580,088 584,156 94.3% 21%
\White 444,216 459,255 475,727 474549 476,461 76.9% 3.7%
Black or African American 36,695 38,559 36,746 35,745 34,381 5.6% -10.8%
Arrerican Indian & Alaska Native 5991 5184 3,581 5,639 4,680 0.8% 9.7%
Asian 41,692 45,977 42,465 45,933 42,807 6.9% -6.9%
Netive Haw aiian & other Pac. Is. 3109 1,254 4,730 2,386 44717 0.7% 257.0%
Some Other Race Alone 24,793 22,027 15,218 15,836 21,350 3.4% -31%
Two or nore races 27,280 23,069 25,183 31,046 35,289 5.7% 53.0%
Hispanic or Latino (of any race) 54,840 60,301 57,049 60,974 63,194 10.2% 4.8%
Household Population
Average household size 2.28 231 240 2.35 234 - 1.3%
Average family size 299 311 3.10 3.05 3.00 - -3.5%
Social Characteristics
Population 25 years and over 410,687 424,561 436,937 443687 450,953 72.8% 6.2%
Hgh school graduate or higher 364,896 383,165 401,090 402,091 415,257 67.0% 8.4%
Bachelor's degree or higher 173,370 182,314 194,731 204,000 207,751 33.5% 14.0%
Pace of Birth Native 502,403 508,419 527,042 521,514 530,634 85.7% 4.4%
Foreign Born 83,026 86,906 76,608 89,620 88,811 14.3% 2.2%
Income and Benefits*
Households
Less than $10,000 24,574 25,456 21,355 22437 22,466 8.3% -8.7%
$10,000 to $14,999 13,863 16,203 15,594 13,672 13,568 5.0% -1.4%
$15,000 to $24,999 28,694 28,577 25,325 21,412 26,499 9.8% -25.4%
$25,000 to $34,999 27,355 27,176 23,774 24,787 23,991 8.9% -9.4%
$35,000 to $49,999 33,772 33,605 33,719 34,565 32,982 12.2% 2.3%
$50,000 to $ 74,999 44,761 42,774 40,554 40,559 43,890 16.2% -9.4%
$75,000 to $99,999 24,830 29,572 29,773 34,808 30,578 11.3% 40.2%
$100,000 to $149,999 27,297 26,336 36,014 33,894 34,779 12.9% 24.2%
$150,000 to $199,999 8,927 10,747 11,113 11,597 12,583 4.7% 29.9%
$200,000 or More 10,139 10,382 11,477 15,290 15,931 5.9% 50.8%
Housing in Portland
Total Occupied Housing Units™ 248,546 250,828 248,698 253,021 270,527 100.0% 1.8%
Ow ner-occupied housing units 133,502 128,055 132005 134,315 132,248 48.9% 0.6%
Renter-occupied housing units 115,044 122,773 116,693 118,706 125,019 46.2% 3.2%
All data from2011, 2012, 2013, AND 2014 Anrerican Community Survey (1 year estimate) unless otherwise noted
In 2011, 2012, 2013, and 2014 inflation-adjusted dollars
2010 Census and ACS data, respectively
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Figure 3: City of Portland Organization Chart
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FORM OF CITY GOVERNMENT

The Mayor and
Commissioners act as
legislators and
administrators.

The City of Portland, incorporated in 1851, is a home rule charter city. The City Charter is
the basic law under which the City operates and can be amended only by a vote of the
people. In 1913, a modified commission form of government was created, which is rare in
cities as large as Portland. The City operates under the provisions of the City Charter and
City Code, which are consistent with the Oregon Constitution and state law (the Oregon
Revised Statutes). Non-emergency ordinances are passed by a simple majority vote of three
of the five Council members.

The Charter provides for five non-partisan Council members, called Commissioners,
including the Mayor. They are elected at-large to four-year terms. The positions are full-
time and salaried. The City Auditor is also elected and required by Charter to be a Certified
Public Accountant. The Auditor is not part of the Council and has no formal voting
authority.

The Mayor is the formal representative of the City and is responsible for assigning each of
the Commissioners responsibility for one of five areas: Finance and Administration, Public
Affairs, Public Safety, Public Utilities, and Public Works. The Mayor also decides which
bureaus the Commissioners will manage. The Mayor can change these assignments at any
time. Traditionally, the Mayor has been the Commissioner of Finance Management and
Administration.

The Mayor and Commissioners act as legislators and administrators. Thus, Council
members are responsible for both enacting and enforcing City laws, as well as administering
bureaus under their supervision.

The Auditor receives and maintains all documents relating to the accounts and contracts of
the City, including its debts, revenues, and financial affairs. The position is responsible for
conducting financial and performance audits of City bureaus and their functions. In
addition, the Auditor's Office serves as the Council Clerk, responsible for the processing
and filing of all official Council actions.
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DEMOGRAPHIC DATA

Population

The rate of Portland’s growth
slowed during the economic
downturn, but the city’s
population continues to
increase.

Rapid increases in population can be a negative trend if service demands increase faster than
revenue growth. Similarly, declines in population can reduce demand and revenue, which
may require cuts in expenditures. The City’s population continues to increase, and the
region is now experiencing growth rates comparable to levels reached before the “Great

Recession.”

Fopulation of Partland

Figure 4: Portland’s Population
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Per Capita Income

Portland's per capita income ~ Per capita personal income is one measure of a community’s ability to pay for government

remains higher than the state services. Though the data lags somewhat, county figures show a healthy recovery from the

average. “Great Recession” with respect to per capita personal income. At $47,106 in 2014, per
capita personal income in Multnomah County has risen nearly 20% since 2010.

Figure 5: Multnomah County Per Capita Income
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Job Growth

After gaining almost 77,500 jobs during the 1990’s (20.6% growth), Multnomah County
lost nearly 32,000 during the 2000s, representing a 7% decline. In fact, the economic
expansion between 2003 and 2008 failed to return to the peak level of employment achieved
in 2000. Since 2010, however, the County has experienced consistent job growth each year,
with an average of 11,900 jobs added annually. Job growth continues to accelerate, with
15,000 jobs added between 2014 and 2015. Total non-farm employment in the County is
now at an all-time high.

Figure 6: Multnomah County Employment
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WORKFORCE DIVERSITY

The Council has directed that all City bureaus develop a workforce reflecting the rich
cultural diversity of Portland as a community. The figure below indicates that the
percentage of all City employees who are women has increased to 33.91% in 2016. The
percentage of minority employees has increased to 19.6%, nearly a full percentage point
increase from the prior year.

The table below is current as of March 31, 2016. It shows female and minority employment
as a percentage of total employment within City bureaus, with steady increases in racial
diversity being reported over the last several years. The City has heightened its efforts to
hire and retain a racially diverse workforce through initiatives led in part by the Office of
Equity and Human Rights.
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Figure 7: Citywide Workforce Diversity History
Women and Minorities as a Percent of City Employees
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Figure 8: Citywide Workforce Diversity by Bureau—2016

Bureau Female Minority Total
Attorney 70.3% 26.6% 64
Auditor 65.4% 23.1% 52
City Budget Office 50.0% 21.4% 14
Comm of Public Affairs (Saltzman) 83.3% 50.0% 6
Comm of Public Safety (Novick) 44.4% 11.1% 9
Comm of Public Utilities (Fritz) 66.7% 20.0% 15
Comm of Public Works (Fish) 50.0% 37.5% 8
Development Services 46.4% 19.2% 302
Emergency Communications 66.1% 9.5% 127
Emergency Management 66.7% 22.2% 18
Environmental Services 33.9% 15.6% 513
Equity and Human Rights 42.9% 571% 14
Fire & Police Disability & Retirement 94.1% 29.4% 17
Fire & Rescue 10.7% 19.0% 742
Government Relations 55.6% 11.1% 9
Housing Bureau 71.2% 45.8% 59
Mayor 55.6% 50.0% 18
Neighborhood Involvement 61.2% 26.5% 49
OMF-Human Resources 70.9% 46.8% 79
OMF-Technology Services 27.7% 26.7% 195
OMF-Office of the CAO 58.5% 20.8% 53
OMF-Internal Business Svcs 26.3% 22.4% 156
OMF-Revenue & Financial Svcs 60.7% 27.9% 140
Planning and Sustainability 58.3% 22.9% 96
Police 26.3% 15.4% 1,139
Parks & Recreation 43.2% 23.8% 516
Transportation 27.1% 18.0% 728
Water 32.7% 19.9% 544
Citywide Workforce Totals: 33.9% 19.6% 5,682
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A Guide to the Budget Overview

The City of Portland (the City) budget document for FY 2016-17 serves as a fiscal,
programmatic, and policy information guide. The document is organized to
provide Citywide information at levels of increasing detail.

Within the budget document, the City's budget decisions and financial information
are presented from a variety of perspectives. There is special emphasis on the
General Fund as it contains the discretionary resources available to the City,
resources that can be allocated to any City program. The Budget Overview contains
information on:

Citywide strategic goals and strategies

The total City budget

The General Fund budget

Highlights of financial challenges

Highlights of the Capital Improvement Plan

+ A description of the budget process

* 6 & o o

Summary financial tables are located in the Financial Summaries section of this
document.

Strategic Goals and Strategies

Council Vision,
Mission, Values, and
Goals

Vision

We aspire to be a beautiful, safe, and clean city of choice for ourselves and future
generations - a city with a healthy and sustainable economy, strong businesses,
vital neighborhoods, a diverse population, excellent schools, a vibrant downtown,
an honest government that is open and participatory, extensive recreational and

cultural opportunities, a healthy environment, and sufficient housing stock to meet
our needs.

Mission

The City of Portland is a responsive and accessible local government that strives to
continually identify and seize opportunities to improve the quality of life in our
community. We work to support civic excellence and effective, responsive
community and intergovernmental partnerships.

We provide urban services to meet the public health and safety, transportation,
environmental, recreational, planning, and neighborhood livability needs of our
citizens and visitors. We are responsible for providing clean and safe drinking
water and for the maintenance of the City's water system. We are responsible
stewards of our City's fiscal health and resources. We utilize a diverse, skilled, and
dedicated workforce to provide seamless service to our citizens and visitors. We
strive for excellence in all we do.
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Values

*

Commitment We believe that service to our citizens and customers is our most
important job. We will make sure that people can count on us to be responsive
to the needs of the community.

Integrity Whenever we make a decision, provide a service, or interact with
citizens and customers, we act with honesty and integrity. People learn from
experience that they can continue to trust us. We treat all people equally and
equitably.

Partnerships Our team supports and complements the leadership of our Mayor
and City Council. We involve people and key stakeholders because we value
their commitment, diversity, and ownership.

Innovation We apply creative and cost-effective solutions when delivering
services to our community with a goal of continuously improving the quality of
life.

Goals

The current goals of the Mayor and the City Council follow. In the coming years,
these goals will be updated and realigned to reflect the Portland Plan.

Ensure a safe and peaceful community

*

*

*

Protect life
Preserve property
Promote community responsibility, commitment, and preparedness

Promote economic vitality and opportunity

*

*

*

Support quality education
Provide high quality, reasonably priced public utility services
Create an attractive location for businesses and jobs

Improve the quality of life in neighborhoods

*

L 4

*

Ensure growth and development are well managed
Provide access to transportation and recreation services
Provide affordable housing and reduce neighborhood nuisances

Protect and enhance the natural and built environment

*

*

*

Protect the city's land, water, air, and open spaces
Provide safe drinking and waste water services
Protect endangered species

Operate and maintain an effective and safe transportation system

*

*

L 4

Provide multi-modal transportation choices
Maintain and improve street conditions
Support economic development and neighborhood livability

Deliver efficient, effective, and accountable municipal services

L 4

*

Deliver responsive, competitive government services
Maintain healthy City financial condition
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Budget Overview
+ Manage government to achieve goals

The Portland Plan is the document that will guide City development efforts and
prioritization of limited resources through 2035. The plan is comprised of three
integrated strategies: 1) thriving, educated youth; 2) economic prosperity and
affordability; 3) and a healthy, connected City. All strategies are tied together by an
equity framework to guide the plan implementation and improve City operational
business practices, support actions that promote accountability, close disparity
gaps, and increase community engagement in civic activities.

Budget Summary

Total City Budget

The total City budget is up by
$404.4 million from the FY
2015-16 Revised Budget.

The net City Budget is up by
$403.9 million from the FY
2015-16 Revised Budget.

Total City Budget

State of Oregon Local Budget Law requires the City to report its total legal budget.
This is defined to include total operating costs and the internal transactions
between funds. The total Adopted Budget for FY 2016-17 is $4.28 billion, which
reflects a $404.4 million (10.4%) increase from the FY 2015-16 Revised Budget. As
shown in Figure 1 below, the overall increase in the City budget is largely due to
external materials and services, contingency, capital outlay, and ending fund
balance.

Total Net Budget

Although state budget law requires that all expenditures within and between funds
are documented in the legal budget, this overstates actual expenditures for
programs because it double counts internal transactions (internal materials and
services and fund-level cash transfers). Such transactions occur between City
funds, when one City agency provides services to another. Because this technically
inflates the budget, the City usually references a net budget.

After eliminating the intracity transfers, the City's net budget in FY 2016-17 is $3.46
billion. Table 1 of the Financial Summaries provides greater detail of the total and
net City budget figures. A summary is shown below.

Figure 9: Requirements by Major Object Category

Revised Adopted Dollar Percent

Major Object Category FY 2015-16 FY 2016-17 Change Change
Personnel Services $ 703,109,360 $ 727,341,816 $ 24,232,456 3.4%
External M aterials & Services 760,239,180 873,427,713 113,188,533 14.9%
Internal M aterials & Services 203,413,905 215,006,960 11,593,055 5.7%
Capital Outlay 189,782,914 255,314,400 65,531,486 34.5%
Total City Bureau Expenses 1,856,545,359 2,071,090,889 214,545,530 11.6%
Contingency 690,626,314 779,753,203 89,126,889 12.9%
Ending Fund Balance 225,356,279 314,789,054 89,432,775 39.7%
Debt Service 486,865,909 509,221,229 22,355,320 4.6%
Cash Transfers 619,765,134 608,732,378 (11,032,756) -1.8%
Total City Budget 3,879,158,995 4,283,586,753 404,427,758 10.4%
Less Intracity Transfers (823,179,039) (823,739,338) (560,299) 0.1%
Total Net City Expenses $ 3,055,979,956 $ 3,459,847,415 $ 403,867,459 13.2%

Resources for the net City budget are summarized in the figure below.

City of Portland, Oregon - FY 2016-17 Adopted Budget 27



Budget Overview

Figure 10: Resources by Major Object Category

Revised Adopted Dollar Percent

Major Object Category FY 2015-16 FY 2016-17 Change Change
Beginning Fund Balance $ 1,112,101,682 $ 1,043,044,301 $  (69,057,381) -6.2%
Taxes 545,613,071 580,827,105 35,214,034 6.5%
Licenses & Permits 238,186,230 252,061,144 13,874,914 5.8%
Service Charges & Fees 718,657,475 736,123,796 17,466,321 2.4%
Intergovernmental 205,013,469 272,240,903 67,227,434 32.8%
M scellaneous Sources 38,915,230 41,753,933 2,838,703 7.3%
Bond & Note Proceeds 197,492,799 533,796,233 336,303,434 170.3%
Intracity Transfers 823,179,039 823,739,338 560,299 0.1%
Total City Budget 3,879,158,995 4,283,586,753 404,427,758 10.4%
Less Intracity Transfers (823,179,039) (823,739,338) (560,299) 0.1%
Total Net City Budget $ 3,055979,956 $ 3,459,847,415 $ 403,867,459 13.2%

Major Resources

The largest resource categories in the net City budget are beginning balance, taxes,
bond and note proceeds, and service charges and fees.

Beginning fund balance is decreasing by $69.1 million (6.2%).
Tax revenues are increasing by $35.2 million (6.5%).
Bond and note proceeds are increasing by $336.3 million (170.3%),

Service charges and fees are up $17.5 million (2.4%). The adopted FY 2016-17
average effective sewer and stormwater bill increase is 3.25%, and the average
effective water rate increase is 7.0%.

Figure 11: City Net Budget—Resources

Beginning Fund
Ealance

Mizcellaneous

Service Charpes &
Sources =

Feez

Licenzas & Permits

Intergovernmental

Resource Budget Percent

Beginning Fund Balance $ 1,043,044,301 30.1%
Service Charges & Fees 736,123,796 21.3%
Taxes 580,827,105 16.8% Bond & Note _—
Bond & Note Proceeds 533,796,233 15.4% Procesds awEL
Intergovernmental 272,240,903 7.9%
Licenses & Permits 252,061,144 7.3%
Miscellaneous Sources 41,753,933 1.2%

Total Net Budget $  3,459,847.415 100.0%
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Figure 12: Total City Bureau Expenses—Requirements by Service Area

Public Safety

Community
Development

Elacted Officialz
Parlis,

Fecreation, &
Culturs

Transportation &

Parking
Service Area Budget Percent Public Utilities
Public Safety $ 480,481,238 23.2%
Community Development 443,532,063 21.4%  City Support Services
Public Utilities 427,500,987 20.6%
City Support Services 294,154,617 14.2%
Transportation & Parking 248,523,006 12.0%
Parks, Recreation, & Culture 158,765,463 7.7%
Elected Officials 18,133,515 0.9%
Total City Bureau Expenses $  2,071,090,889 100.0%

General Fund Budget General Fund resources are categorized as either discretionary or nondiscretionary.

Discretionary resources total
$501.4 million, 83.3% of the
General Fund.

Discretionary resources are those the City Council can allocate to programs and
services in any area. In other words, these resources have few restrictions on how
they can be allocated. General Fund discretionary resources are typically used to
support such basic City services as police, fire, and parks.

Discretionary resources include property taxes, utility license fees, business license
fees, transient lodging taxes, state shared revenues (from cigarette taxes and liquor
sales), interest income, miscellaneous revenues, and cash transfers into the General
Fund. Nondiscretionary resources include interagency revenues, service charges,

permits and fees, and other revenues specifically dedicated to a particular purpose.

All General Fund resources are also categorized as either one-time or ongoing. An
example of a one-time resource is an increase in beginning fund balance. While
available in the specific year, it is not a resource that can be relied on in future years.
An example of an ongoing resource is an increase in property tax revenues that
would be sustained over time. The City budget uses a combination of one-time and
ongoing resources to fund programs and services. City financial policies state that
one-time resources may not be used to fund ongoing expenses.

The following charts summarize the City's General Fund budget. General Fund
resources are discussed in detail in the Financial Overview, and Table 9 in the
Financial Summaries section shows General Fund discretionary and total resources
as well as General Fund bureau appropriations backed by discretionary revenue.
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Figure 13: General Fund—Resources by Major Category

Utility License Fees

Busineszs Licenzes

Transfers from Other

Fund=
Service Charges &
Other
Property Taxes
Lodging Taxes
Resource Budget Percent Intergovernmental

Property Taxes $ 232,768,000 38.7% i

Business Licenses 108,063,578 18.0% @E?ﬂgﬂgwf“ﬂd

Utility License Fees 83,536,795 13.9%

Transfers from Other Funds 59,796,414 9.9%

Service Charges & Other 32,169,688 5.3%

Lodging Taxes 30,600,000 5.1%

Intergovernmental 28,026,393 4.7%

Beginning Fund Balance 27,039,794 4.5%

Total General Fund Budget $ 602,000,662 100.0%

Figure 14: General Fund—Requirements by Service Area
Parks, Fecreation, & C .
Culturs o naty
Development
City Support Services

Public Safety
Feserves and
Other Transfers
Elected Officials
Transportation &
Parking
Service Area Budget Percent Public Utilities
Public Safety $ 326,393,646 54.2%
Parks, Recreation, & Culture 89,022,533 14.8%
Community Development 66,234,193 11.0%
City Support Services 63,892,279 10.6%
Reserves and Other Transfers 21,879,281 3.6%
Elected Officials 18,133,515 3.0%
Transportation & Parking 14,633,349 2.4%
Public Utilities 1,811,866 0.3%

Total General Fund Budget $ 602,000,662 100.0%
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Addressing the Financial Challenges

The General Fund financial forecast for FY 2016-17 results from prolonged robust
economic growth. The local economy is slightly more sensitive than average to
economic cycles. That is, the Portland economy tends to do better than most during
economic expansions and worse than average during downturns. Employment
growth has maintained levels usually seen at the peak of expansion. Extremely low
inventory is driving home values higher, particularly in Portland's neighborhoods
within five miles of downtown. Strong revenue growth from most sources, coupled
with very low inflation and smaller-than-expected increases in health benefit costs,
have resulted in a very positive budgetary environment. As a result, the City
expects to have significant additional General Fund resources in FY 2016-17: $9.2
million in additional ongoing resources and $16.4 million in one-time resources.

The Mayor asked most City bureaus that receive General Fund resources to submit
5% reduction options, to focus realignment packages on the bureau's core mission,
and to limit add package requests to those which address only the highest priority
programs and services. He also asked bureaus to focus on the following priorities:
responding to the Housing State of Emergency, preserving core public safety
functions, funding programs that have a direct impact on the lives of citizens, and
maintaining assets and infrastructure.

Capital Improvement Plan

Overview

FY 2016-17 Major
Projects by Service

Area

The FY 2016-17 Adopted Capital Improvement Plan (CIP) budget totals $378.7
million, not including the Portland Development Commission. The Citywide CIP
for FY 2016-17 through FY 2020-21 is projected to be $1.6 billion.

Public Safety

+ Portland Communications Center Roof $3,935,133
+ Radio System Replacement $2,472,732
+ Fire Apparatus Replacement $1,698,249
Parks, Recreation, and Culture

+ Beech Park Development $5,000,000
¢ Pioneer Courthouse Square $4,000,000
+ Gateway Urban Plaza Development $5,000,000
Public Utilities

+ Fulton Pump Station Improvements $4,215,000
o Tabor Reservoir $2.,800,000
+ Washington Park $31,000,000
¢ Distribution Mains $14,276,000
+ Surface Water Management $13,628,000
+ Sewer Maintenance and Reliability projects $72,084,000
Transportation

+ 122nd Safety Improvements $4,135,806
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Inter-Bureau Capital

+ Sellwood Bridge $16,400,000
¢ 10th and Yambhill Parking Garage $6,196,131
+ Street Light Efficiency Program $5,500,000
City Support Services

+ Portland Building Reconstruction $12,772,356
o Veterans Memorial Coliseum Roof $2,500,000
+ CityFleet Replacement $12,177,375
Community Development

+ Information Technology Advancement $3,021,103

Project

The chart below highlights inter-bureau projects currently budgeted for FY 2016-17.

Projects The chart includes the project, bureaus involved, and budgeted expenses.
Figure 15: Inter-Bureau Projects
Spring  |Powell/Division| Halsey/Weidler
Phase 2 Pipe | Distribution |Garden Park| High Capacity | Intersection
Bureau Rehabilitation Mains Master Plan Transit Improvements
Bureau of Environmental Services $29,212,000 $284,500 $0 $29,600 $56,500
Portland Bureau of Transportation $2,938,000 $770,900 $725,000 $1,095,568 $1,352,246
Portland Parks & Recreation $100,000 $0 | $1,175,000 $7,000 $3,500
Portland Water Bureau $550,000 | $13,220,600 $0 $35,600 $50,600
Dollars for Art City Code requires that eligible capital projects dedicate a portion of the

construction costs to the acquisition of public art, and that the City include the
monetary contribution to the Regional Arts & Culture Council (RACC) for public
art in the capital budget. These funds are in addition to the $4.3 million of General
Fund dollars awarded to RACC in Special Appropriations. The following chart
summarizes the total contribution to RACC from eligible capital projects.
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Figure 16: Dedicated Dollars for Art by Capital Project

Office of Management & Finance
Portland Building Reconstruction Project $2,080,000
Office of Management & Finance subtotal $2,080,000
Portland Parks & Recreation
Mt. Tabor Yard Maintenance Facility $107,648
Lynchview Park Playground $45,736
Gateway Green Development $40,000
Urban Forestry Maintenance Facility $33,736
Reike Synthetic Turf $31,010
Couch Park Playground $23,310
North Park Blocks Playground $22,813
Leach Botanical Garden Phase 3 $22,000
Lents Park Playground $21,004
Sellwood Park Kitchen Roof $18,159
Willamette Park Pathways $15,822
Ventura Park Playground $15,750
Argay Tennis Court $15,234
St Johns CC Roof $14,909
Kenton Park Playground $13,827
Colonel Summers Park Loo $11,570
Creston Park Playground $11,506
Ventura Park Loo $10,200
Ed Benedict Park Loo $9,044
Mt. Tabor Park Summit Restroom $8,904
Whitaker Ponds Access Improvements $8,762
Parklane Park Loo $8,527
Couch Park Loo $8,239
Wilkes Park Loo $7,801
Washington Park Stormwater $7,480
Washington Park West Parking Lot Improvements $6,990
Bloomington Park Restroom $6,020
Glenwood Park Restroom $5,587
Willamette Park Dog off Leash $4,738
Multnomah Art Center & Annex ADA $3,271
Lynchview Park Imigation $2,565
Portland Parks & Recreation subtotal $562,162
Portland Bureau of Transportation
Bond: Gibbs-River Pkwy, SW $104,000
122nd Awve: -84 Ramp-Skidmore, NE $40,702
Foster Rd: Powell Bivd - 90th Awve, SE $39,500
Bumside: W 24th-E Cesar Chavez $30,333
Bumside St: 8th-24th, W $21,467
Oak St. Naito-10th Awe, SW $14,860
Glisan St at 90th Ave, NE $7,916
Grawel Street Program $7,676
Taylors Ferry Rd. Rockslide Abatement, SW $6,500
Willamette Blvd Semi-Viaduct @ MP 2.3, N $5,600
Halsey/Weidler: 103rd - 113th, NE $4,390
Broadway Dr Wall E of House #980, SW $2,800
Cook at Vancouer LID, N $1,847
Portland Bureau of Transportation subtotal $287,591
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Budget Process

Local Budget Law

Budget Officer and
Budget Committee

Preparing the
Proposed Budget

Public Involvement
Process

Local government budgeting in Oregon is governed by Local Budget Law, Chapter
294 of the Oregon Revised Statutes. The law has two major objectives:

+ Provide standard procedures for preparing, presenting, and administering local
budgets

+ Ensure citizen involvement in the preparation of the budget

Budgeting in Oregon is an effort shared by citizens and elected and appointed
officials. Citizens involved in the budget process work to ensure the services they
require and want are adequately funded. City officials are responsible for building
a budget that reflects the public interest and is structurally correct.

The Tax Supervising and Conservation Commission (TSCC), a five-member citizen
board appointed by the Governor, reviews the budgets of all governmental
jurisdictions in Multnomah County. The TSCC, together with the State Department
of Revenue, is responsible for ensuring the City budget complies with Local Budget
Law.

To give the public ample opportunity to participate in the budget process, Local
Budget Law requires that a Budget Officer be appointed and a Budget Committee
formed. The Budget Officer prepares the Proposed Budget under direction of the
Mayor. The Budget Committee then reviews and revises the Proposed Budget
before it is formally adopted by the governing body. For the City, the Budget Officer
is the City Budget Director, and the Budget Committee consists of the members of
the City Council.

Notices are published, budgets are made available for public review, and
opportunities for public comment are provided. These actions encourage public
participation in the budget decision-making process and give public exposure to
budgeted programs and fiscal policies prior to adoption.

Acting as the Budget Officer, the Budget Director is responsible for overseeing the
preparation of the Mayor's Proposed Budget for presentation to the City Council,
sitting as the Budget Committee. The Proposed Budget is the culmination of an
extensive process of budget development, analysis, and revision. Bureaus prepare
Requested Budgets in accordance with direction given by the Mayor. These are
submitted to the City Budget Office, which then analyzes the requests and provides
recommendations to the Council.

The City engages in a proactive public outreach effort as part of the budget process.
In order to ensure that all stakeholders were involved in the budget development
process, bureaus were directed to continue with the Budget Advisory Committee
(BAC) process that included management, labor, customers, and internal and
external experts. These committees reviewed the bureaus” draft budget requests,
and provided input on proposed decision packages.

In advance of the Proposed Budget, the City held two community hearings where
specific input was gathered from Portland residents. The feedback Portlanders
provided helped the Mayor prioritize services and focus on specific areas where
services could be enhanced. Testimony was also collected electronically via email at
citybudgetoffice@portlandoregon.gov.
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Budget Web Site

The City maintains a community budget web page: www.portlandoregon.gov/
budget. The site contains bureaus' Requested Budgets, financial analyses of the
requests, current and historical budget documents, and other financial reports.

Portland Utility Board (PUB)

On June 10, 2015, City Council adopted Ordinance 187174 creating a Portland
Utility Board (PUB). The PUB is an appointed body of nine community members
who advise the City Council on financial plans, capital improvements, annual
budget development, and rate setting for the City’s water, sewer, and stormwater
services.

Direct Public Testimony

Community members may directly contact the Mayor and Commissioners with
input for the budget. In addition to participating in the budget advisory
committees, the PUB, and community budget forums described above, community
members also have several opportunities to personally testify on bureau budget
requests:

+ Annual Budget Hearings - the City Council, sitting as the Budget Committee,
holds one or more public hearings before the budget is approved. The public
may testify on any budget topic during these hearings or submit testimony via
email.

+ Tax Supervising and Conservation Commission Hearing - public testimony is
taken during the TSCC hearing on the City's Approved Budget.

+ Adopted Budget Hearing - testimony is taken at the City Council session for the
final adoption of the budget.

Approving the Budget

In accordance with Local Budget Law, the City Council will convene as the Budget
Committee to consider the Proposed Budget. Announcements advertising the
Budget Committee meetings are printed in local newspapers. The public is
encouraged to attend and provide testimony on the Proposed Budget. The timing
and frequency of the public notices are governed by Local Budget Law.

The Budget Committee meets to accomplish four actions:

Receive the budget message and budget document
Hear and consider public testimony

Review and approve a balanced budget

Approve the rate for property taxes

* & o o

The Budget Officer may provide a copy of the Proposed Budget to each member of
the Budget Committee at any time prior to the first Budget Committee meeting.
The budget becomes a public record at this point.

City of Portland, Oregon - FY 2016-17 Adopted Budget 35



Budget Overview

At the first Budget Committee meeting, the Mayor delivers the budget message,
explaining the Proposed Budget and significant changes in the City's financial
position. After the initial meeting, the Budget Committee may meet as many times
as needed to revise and approve the budget. If two or more meetings are held to
take comment from the public, the first meeting must meet Local Budget Law
publication requirements. Notice of other meetings of the Budget Committee must
be provided as required by Oregon public meeting law. All meetings are open to
the public.

The City Budget Office summarizes the changes from the Mayor's Proposed Budget
to the Approved Budget. This information and copies of the Proposed Budget are
sent to TSCC for review and analysis.

Tax Supervising & Conservation Commission Hearing

TSCC is responsible for reviewing, holding hearings, and producing a report on the
budgets of every jurisdiction in Multnomah County. They hold a required public
hearing, with Council in attendance, on the Approved Budget. The outcome of this
hearing is a letter certifying that the budget is in compliance with Local Budget
Law. The letter may contain recommendations and/or objections. The City is
responsible for addressing any objections or recommendations.

Adopting the Budget

City Council votes to officially adopt the budget before the start of the new fiscal
year on July 1st. Changes that are allowed between the time the budget is approved
and final adoption are defined by Local Budget Law and are limited. Changes
normally include technical adjustments and carryover amendments.

Amending the Budget

Changes after budget adoption are completed through the budget monitoring
process (BMP), which also includes a supplemental budget. During the BMP,
bureaus can request to transfer appropriation. In supplemental budgets, bureaus
may ask to increase appropriation. The BMP and supplemental budgets provide
Council the opportunity to change the budget three times a year.

Budget Calendar

On the next page is a summary of the FY 2016-17 budget calendar, adopted in
January 2016.
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Figure 17: FY 2016-17 Budget Schedule

Bureaus/PDC submit Requested Budgets, Five-Year Plans, and CIPs February 1
Special Appropriation requests for General Fund support due February 1
City Budget Office Requested Budget reviews distributed to Council March 7
City Budget Office meetings with Council Offices on budget reviews Mar 7-25
Council work sessions on Requested Budgets Mar 15-31
Spring BMP due to City Budget Office March 28
Public Hearings on Requested Budgets (2 hearings) April 5 & 12
Council work session on Spring BMP April 19
Revised General Fund financial forecast released April 26
Council action to adopt Spring BMP April 27
Mayor releases Proposed Budget decisions April 28
Proposed Budget document available May 10
Budget Committee meeting — Mayor’s Message and Work Session May 10
PDC Budget Committee meeting — PDC director presents Proposed Budget May 11
Budget Committee public hearing on City and PDC budgets May 12
Budget Committee action to approve City and PDC budgets May 18
Approved Budget submitted to Tax Supervising & Conservation Commission May 19
Utility Rate Review — first reading and hearing May 19
Utility Rate Review — second reading May 25
Over-expenditure ordinance due to City Budget Office June 2
Tax Supervising & Conservation Commission hearing on Approved Budget June 8
Council action to adopt budget June 9
Council action to adopt over-expenditure ordinance June 15
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The City’s Financial Structure

Portland's Fund
Structure

Types of Funds

Revenues to the City are designated and set aside in funds. The fund structure used
by the City is detailed below. Fund summaries, which provide revenue and
expenditure detail, are included within the appropriate service area section of
Volume Two of the City budget document. For example, all Portland Water Bureau-
related funds are found within the Public Utilities Service Area section. General
Fund summaries are found in the Financial Summaries section of Volume One and
the City Funds section of Volume Two.

The City's funds are divided into three classifications: governmental funds,
proprietary funds, and fiduciary funds. Governmental funds are used to account
for governmental activities. Proprietary funds include enterprise, or business-type
activities, and internal service funds. Fiduciary funds are used for resources held
for the benefit of parties outside City government where the City acts as an agent or
trustee without commingling resources with general City programs.

Governmental Funds

General Fund: The General Fund includes all activities of the City that are
supported by property taxes and other non-dedicated revenues. Bureaus supported
by the General Fund include Portland Fire & Rescue, Portland Police Bureau, and
Portland Parks & Recreation, among others.

Special Revenue Funds: Special revenue funds receive money from specific sources
and are restricted to expenditures for specified purposes. Reserve funds hold
resources for future use in countering recessionary trends and mitigating mid-year
economic downturns or other financial emergencies.

Debt Service Funds: Debt service funds account for the accumulation of resources
for, and the payment of debt service on, general obligation, revenue, assessment,
improvement, and urban renewal tax increment bonds. These funds are necessary
to manage the City's diverse debt portfolio in a manner that ensures compliance
with security covenants as well as state and federal regulations.

Capital Projects Funds: These funds account for major capital acquisition or
construction projects such as those funded by general obligation bonds and those in
local improvement districts and parks. Revenues are received when the City issues
bonds and notes for capital projects. Revenues are also received from other sources
of income to the City.

Permanent Funds: The City occasionally creates accounts for gifts or bequests that
are legally restricted to the extent that only earnings, and not principal, may be
used as designated by the donor. Currently, the City has only one fund of this type,
the Parks Endowment Fund.
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Portland
Development
Commission

How Funds Interact

Budgetary Controls

Proprietary Funds

Enterprise Funds: Enterprise funds, such as the Water Fund and the Sewer System
Operating Fund, support business-type activities that charge a fee to external users
for goods and services.

Internal Service Funds: Internal service funds account for the sale of central
services such as vehicle and printing services to other City and/or governmental
entities. These funds operate primarily on revenues received from the entities using
their services.

Fiduciary Funds

Trust Pension Funds: The City has three funds for the retirement or disability costs
of police and fire personnel. Revenues for the primary fund, the Fire & Police
Disability & Retirement (FPDR) Fund, are received from a property tax levy
authorized by Portland voters in 1948.

MHCRC Fund: The City maintains a non-budgeted fund to account for the financial
transactions of the Mount Hood Cable Regulatory Commission, an agency that
enforces cable franchise agreements on behalf of the City of Portland and other
surrounding governments.

The Portland Development Commission (PDC) is the City of Portland's urban
renewal and economic development agency. PDC is a semi-autonomous
organization that interacts with various City programs. Revenue for PDC is
provided through a combination of tax increment revenues, federal grants,
program income, contracts, private funding, and transfers from the General Fund.
PDC's budget is published as separate budget document.

City funds interact in a variety of ways. One fund may reimburse another fund for
goods or services. Cash transfers may also result from the exchange of resources
between funds to cover operating and capital expenses; for example, a transfer
from the General Fund to the Transportation Operating Fund to support the
operations and maintenance of street lights. Transfers between funds result in the
budgeting of dollars in both funds.

City Council maintains oversight of the City's financial condition through formal
reviews of the annual budget, various informal reviews, and work sessions. Formal
comparisons between historical and actual expenditures and revenues are
completed during the year under the direction of the City Budget Office, and
reported to Council.

Adjustments to bureau budgets generally occur during scheduled supplemental
budget processes and grant acceptance ordinances. The supplemental budget
processes allow Council to closely review the Citywide impact of budget
adjustments and ensures that Council's directives are followed.

The City has a system for monitoring the financial condition of its General Fund. A
Quarterly Financial Tracking Report is issued four times per year. The report
provides Council, bureau managers, and the public with information on the status
of General Fund revenues and expenditures in comparison to the budget, while
also summarizing the current economic conditions.
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and Accounting
Structure

City funds employ either the
accrual basis or modified
accrual basis of accounting.

The City has earned GFOA's
Certificate of Achievement for
the past 31 years.

Financial Overview

Governmental accounting, governed by state statutes and Generally Accepted
Accounting Principles (GAAP), differs substantially from private sector
accounting. Private sector financial reports measure economic profits, whereas
governmental accounting focuses on disclosing how public money is spent.

Types of Accounting

Government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
and fiduciary fund financial statements. Revenues are recorded when earned, and
expenses are recorded when a liability is incurred regardless of the timing of
related cash flows.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Governmental funds include the General Fund as well as major and non-major
Special Revenue, Debt Service, Capital Projects, and Permanent funds.

Revenues are recognized as soon as they become both measurable and available.
Federal and state grants revenues are recorded to the extent that revenues are
earned as eligible expenditures are incurred. Expenditures are recorded when a
liability is incurred, with these exceptions: claims and judgments; interfund
transactions for services which are recorded on the accrual basis; interest
expenditures on general long-term debt that are recorded when due; and earned
but unpaid vacations that are recorded as expenditures to the extent they are
expected to be liquidated with expendable, available financial resources.

Basis of Budgeting

The City budgets on a modified accrual basis. Any unexpended appropriation
balances lapse at the end of the fiscal year.

Financial Reporting

The Comprehensive Annual Financial Report (CAFR) of the City presents a picture
of the City's finances both on a Citywide and individual fund basis. The CAFR is
prepared in accordance with GAAP. It reconciles differences between the budgetary
basis, presented in the annual Adopted Budget, and the other presentations used in
preparing the CAFR.

The City has received the Government Finance Officers Association (GFOA)
Certificate of Achievement for Excellence in Financial Reporting for the past 31
years. GFOA is a national organization, composed of professionals in the field of
public financial management. The group has established stringent criteria for the
awards program to ensure quality and full-disclosure accounting and reporting
systems within the public sector.
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The fiscal affairs of the City
are audited by an
independent auditor each
year.

Independent Audit Requirements

The annual financial report of the City is prepared as required by state law and as
recommended by the American Institute of Certified Public Accountants (AICPA).
The AICPA requires that an annual audit of the fiscal affairs of the City be
performed by an independent auditor in accordance with Government Auditing
Standards, issued by the Comptroller General of the United States, and with the
minimum standards for audits of Oregon municipal corporations. Under the City
Charter, the FPDR Funds and the PDC are required to have separate financial
audits.

The City also has an independently elected auditor responsible by City Charter for
conducting internal financial and performance audits of specific City services.

City Financial Planning Process

Background

The first step in the budget process involves preparing updated five-year financial
forecasts for each major fund. In addition to the General Fund, specific forecasts are
prepared for other major City funds, including the Transportation Operating Fund,
Sewer System Operating Fund, Development Services Fund, and Water Fund.

These forecasts, which project resources and expenditure requirements by fund
over a five-year period, identify long-term service and financial issues requiring
attention during the budget process. The forecasts aid Council by placing decisions
in a long range financial context for purposes of developing budgets that are
balanced for the coming year and subsequent out-years of the five-year financial
forecast horizon. Council reviews these plans during work sessions early in the
budget process. At that time, bureau managers are given direction on identified
issues that provides guidance for preparing and finalizing budgets.

Due to its significance to the City's annual budget, the General Fund five-year
financial forecast and financial plan is described in detail.
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General Fund Financial Forecast

Overview

Historical Resources

The Council's financial planning process starts with the preparation of a five-year
revenue forecast. The five-year revenue forecast is used to develop the five-year
financial forecast. The financial forecast compares estimated annual resources
(revenue plus beginning fund balance) with projected costs of maintaining General
Fund "current appropriation levels" (CAL). Initial revenue and financial forecasts
were published in December 2015 and formally reviewed with Council. Both of
these forecasts were updated prior to the Mayor's Proposed Budget decision-
making. The original December financial forecast has since been updated twice:

+ The revenue and financial forecast was updated in February 2016. This update
to the December forecast incorporated final cost-of-living adjustment
information, as well as relevant updates to the revenue forecasts using the most
recent financial and economic data.

+ The final forecast, upon which the budget is based, was published at the end of
April 2016. The forecast provided updated projections for various revenue
streams, particularly business license taxes, which are predominantly paid in
April. The discretionary beginning balance estimate, a key resource of the
General Fund, was also updated.

The figure below summarizes General Fund discretionary revenue growth over the
past five years. Discretionary resources include revenues plus beginning balance
that are allocated by Council without restriction, in accordance with Council
priorities. Discretionary resources include property taxes, utility license fees,
business license taxes, lodging tax revenues, state shared (cigarette and liquor)
revenues, some court fines, certain cash transfers into the General Fund, and small
amounts of other miscellaneous revenues. Discretionary resources exclude grants,
bureau contract and service reimbursement revenues, bureau fee revenue, bureau
overhead recovery, and other revenues dedicated for a specific purpose.

City of Portland, Oregon - FY 2016-17 Adopted Budget 43



Financial Overview

Resources ($Millions)

Figure 18: General Fund Discretionary Resources
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General Fund revenue grew rapidly in FY 2014-15 and FY 2015-16 after a relatively
stagnant few years following the Great Recession. Over the past five years revenue
growth was 5.1% annually, but grew by more than 10% in FY 2014-15 and an
estimated 7.3% in FY 2015-16. The General Fund's beginning fund balance has
averaged about $32.7 million, though smaller beginning balances are expected in
the future. Both business license and transient lodging taxes grew by more than
10% annually over the last five years, illustrating the highly cyclical nature of those
revenue streams. The graph illustrates both the slow growth coming out of the last
recession and the more recent rapid growth in the City's General Fund revenue.
Notably, property tax receipts typically grow by about 3.5% per year, but
approached 7% growth in FY 2014-15 and 6% in FY 2015-16, as new construction
and higher property values combined to produce the fastest growth since property
tax limitations were implemented in 1998.

General Fund business license tax revenue rebounded rapidly during the current
economic expansion, far exceeding record levels in FY 2015-16. Overall, these tax
collections grew by 10.4% annually over the past five years. Revenues grew by 31%
from FY 2009-10 to FY 2012-13, then grew by only 3.6% in FY 2013-14, before
increasing by nearly 33% by FY 2015-16.

Utility license taxes and franchise fees have grown more modestly and are expected
to be essentially flat in FY 2015-16, as a warm winter and only modest rate increases
depress growth. Ultimately, collections will reach an estimated $82 million in FY
2015-16, reflecting 2.7% annual growth since FY 2009-10. Underlying structural
growth - net of a recent tax increase - was even more modest. Natural gas and
electricity price increases have remained at historical lows, dampening revenue
growth.
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Transient lodging tax revenues are similar to business license revenues in that they
follow the business cycle. Transient lodging tax revenues will likely exceed $30
million for the first time in FY 2015-16. These revenues fell to $14.2 million in FY
2009-10, but have grown steadily since then.

State-shared cigarette and liquor tax revenues grew at a 4.3% rate over the last five
years, with most of this growth occurring in the last two years, as a law change in
Washington State drove many consumers to Oregon for liquor purchases.
Miscellaneous revenues and interest income stagnated for most of the last five
years due, in large part, to a much lower interest rate environment. The low interest
rate environment has sharply cut General Fund interest income revenue, and this
revenue is expected to continue to be limited over the next 12 to 18 months.

Robust Near-term Economic Growth

Until recently, the inconsistent economic recovery was characterized by slower
revenue growth than would normally be experienced during an economic recovery.
Furthermore, Multnomah County voters approved the formation of a library
property tax district that, because of Oregon's unique property tax system, reduced
the City's property tax collections beginning in FY 2013-14. However, the most
recent local data show that the last 18 months have seen accelerated economic
growth. Nearly all broad economic measures suggest positive momentum. Most
notably, the housing market has boomed over the last two year, with the latest data
showing record low inventory levels and most local markets continuing to push
prices higher. Employment growth has remained over 3% for most of the last year.
The metro area has added 170,000 jobs since the depth of the recession. Meanwhile,
the unemployment rate in Multnomah County has fallen to 3.9%, the lowest level
on record.

Specific revenue projections as of the April 2016 forecast are as follows:

Transient Lodging Taxes

The Transient Lodgings Tax is a tax upon daily or weekly renters at hotels, motels
and other lodgings establishments. The tax rate within Multnomah County is
11.5%. Of the 11.5% tax collected within the City of Portland, 6% goes to the City of
Portland: 5% to the General Fund and 1% to Travel Portland. The remaining 5.5%
goes to Multnomah County: 2.5% to Convention Center Phase II, 0.275% to hotel
and motel operators, and 2.725% to Convention Center Phase I and related
operations. In addition, hotels with more than 50 rooms levy a special 2% tax for
Travel Portland to help fund tourism promotion. The City General Fund portion of
transient lodging revenue forecast includes FY 2016-17 revenues of about $30.6
million versus an expected FY 2015-16 year-end of about $31 million. Note that the
FY 2015-16 figure includes a larger, one-time audit recovery that will not occur in
FY 2016-17. The last three years saw robust growth, especially with respect to room
rates. As there are several new hotel projects in development that will significantly
add to the supply of rooms, continued growth in rates will likely be somewhat
limited.
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Utility License and Franchise Fees

Utilities, cable, and telecom companies that operate in the City of Portland pay
roughly 5% of their revenues to the City for use of right-of-ways in conducting
business. The six largest taxpayers are Portland General Electric (PGE),
PacificCorp, Northwest Natural Gas, the City's Bureau of Environmental Services,
CenturyLink, and Comcast Cable. The April forecast projects very modest energy-
related revenue increases. Revenues are projected to continue growing consistently
over the life of the forecast. Both PacificCorp and PGE have pending rate hearings
that could increase collections. However, some of this growth will likely be offset
by decreases from Comcast and CenturyLink as households move away from cable
television subscriptions and traditional telephone landlines. Taxes from the city-
run utilities are expected to grow steadily in order to fund infrastructure
improvements. Overall revenues are projected to grow by 2% per year.

Property Taxes

Property taxes in Oregon are governed by a complex pair of voter-approved ballot
measures from the 1990s (measures 5 and 50). Generally speaking, taxpayers pay
$4.577 per $1,000 in assessed value; however, the actual amount paid may be less
than that if certain limitations are met. Property taxes are expected to grow by
about 3.6% annually over the life of the forecast. General Fund property taxes are
generally insulated from market conditions because of voter-approved Measures 5
and 50. However, changes to the real market values of properties began having a
much more significant impact recently, as property tax compression doubled from
FY 2009-10 to FY 2012-13. More recent real market value increases have eased
compression and are expected to continue to do so over the forecast horizon.

Business License Taxes

Generally speaking, businesses with more than $50,000 in annual revenue pay a
2.2% tax on their income to the City of Portland. For those with no net taxable
income there is a $100 minimum payment required. During the prior expansion,
revenues peaked at $76.5 million (inclusive of audit recovery) in FY 2007-08 and
then declined to $59.8 million by FY 2009-10, before rebounding rapidly. The largest
annual receipts appear to be in FY 2015-16, with Revenue Division staff currently
estimating a year-end total of $108 million. The rapid growth is illustrative of the
sensitivity of collections to the economic environment and, thus, represents the
greatest exposure for the City's revenue base should any economic slowdown
materialize. The forecast for FY 2016-17 has been set at $108.1 million with revenues
forecast to grow moderately throughout the forecast horizon.

The figure below summarizes the current five-year revenue forecast as of April.
Average annual revenue growth (not including beginning balance) is projected at
2.5%, with the largest increases in revenue occurring in the near-term of the
forecast. The critical resource forecast assumption is the extension of pro-cyclical
growth already seen in business license taxes and transient lodging taxes, along
with continued easing of property tax compression in FY 2016-17.
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Figure 19: Forecast General Fund Discretionary Resources
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Results

significant changes from the December to April forecasts. For the first time since the
current economic expansion began nearly five years ago, we are seeing data more
indicative of historical peak economic growth following a recession.

Initially, the December resource forecast for FY 2016-17 was about $478.4 million.
The December financial forecast was updated in late April using more recent FY
2015-16 revenue and expenditure information. The April revenue forecast update
increased estimated revenues by nearly $15 million over December figures, as
nearly every revenue stream exhibited positive growth, particularly business
license taxes. Expense forecasts saw declines as both lower-than-expected inflation
and lower health care premiums also helped the current budget picture. The result
is that the City is projected to have $9.2 million in additional ongoing resources.

The table below summarizes April financial forecast results, reflecting that
resources are projected to exceed current appropriation level expenditures by
nearly $26 million in FY 2016-17. Of this $25.6 million, an estimated $16.4 million
are one-time resources, buoyed by large amounts of excess revenue collected in FY
2015-16.

The April financial forecast is based on an expectation of continued economic
growth through at least 2016.
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Figure 20: Five-Year Financial Plan

Fiscal Year

Budget Category 2015-16 | 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21
Total Resources $489.70| $501.44 | $489.50 | $499.10 | $516.50 | $532.30
Total Expenses $489.70| $475.84 | $484.70 | $499.10 | $516.50 | $532.30
Available Ongoing $9.20 $0.00 $0.00 $0.00 $0.00
Available One-Time $16.40 $4.80 $0.00 $0.00 $0.00
Total Expenses with Adds &

. P . $489.70| $501.44 | $489.50 | $499.10 | $516.50 | $532.30
One-Time Spending

Uncertainties and
Forecast Risks

Forecast
Methodology

The FY 2016-17 Adopted Budget and financial plan balances the General Fund for
the life of the five-year forecast given revenue forecast assumptions for business
license and transient lodging tax revenues. The forecast shows the large amounts of
one-time money that often characterize the peak of economic expansions.

Future financial uncertainties that may upset the forecast include:

+ Revenue Exposure - The City's General Fund now receives more of its revenue
from business license and transient lodging taxes than ever before (over 30%).
These revenue streams are highly sensitive to economic conditions and in
economic slowdowns are responsible for driving most of the budget cuts
necessary to balance. Even a small slowdown would likely require cuts of $10-
$20 million.

+ Personnel Costs/Labor Contracts - The City spends about three-fourths of its
General Fund discretionary budget on personnel. Furthermore, its largest labor
contracts with the Portland Police Association and Portland Fire Fighters
Association will be up for renegotiation in the next two years. If these
negotiations add costs - particularly if they do so without adding services - they
would pose a significant forecast risk.

+ Future Decisions/Obligations - The City has not yet committed ongoing funds
related to Parks casual employees or 13 previously grant-funded firefighter
positions. In addition, the City has added numerous costs without increasing
services, with these two pending decisions potentially adding to that count. As
a result, the next recession will likely see larger cuts to services than would have
otherwise occurred.

Each major General Fund revenue source is forecasted independently based on the
specific characteristics of how and from whom it is collected. For property taxes,
the forecast is largely governed by two ballot measures approved by voters in the
1990s. The only factor that is forecast using traditional econometric modeling
techniques is the forecast for real market values. This forecast is then folded into the
structure created by the ballot measures to arrive at the forecasted revenues. Both
business license taxes and transient lodging taxes are forecast using a variety of
regression models, incorporating important variables that reflect a historical
correlation between economic activity and collections, as well as one-time factors
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(e.g., annexations) that help explain prior year collections. Utility license and
franchise fee collections are forecasted in a similar manner, with particular
attention paid to energy prices and public utility commission rate hearings. Finally,
the forecast for state shared revenue combines state-provided forecasts for cigarette
and liquor taxes with expectations for pertinent factors for distribution, such as the
city population, to determine the five-year forecast figures. Moody's /Economy.com
provides national data and some local forecasts for many independent variables
included in the forecast models.

Forecasts for expenses generally apply a variety of forecasted inflation factors to
current expenditure levels to determine the City's ongoing current appropriation
levels for the five years of the forecast. Also included are any reasonably known
future costs, the largest of these being expected costs in future years related to the
Public Employee Retirement System (PERS). Other costs folded into the five-year
forecast include any council-adopted actions, which usually consist primarily of
operations and maintenance costs for parks as they come online, as well as costs
associated with labor contract agreements. The addition of these costs is important
in the budget process because the City financial practice is to balance the budget
over the five-year forecast time horizon. In practice this means that, if costs increase
in any out-years of the forecasts, ongoing cuts are necessary in year one of the
forecast in order to put the City's budget on a sustainable budget path.

Financial Outlook - Other Major Funds

In addition to the General Fund, the financial overview includes excerpts from the
financial plans of the City's other major funds: the Sewer System Operating Fund,
the Transportation Operating Fund, and the Water Fund. These financial plans,
developed using information available through December 2015, provide a multi-
year framework within which revenues, expenditures, and capital financing
options are presented. This multi-year perspective allows the City to test the
potential impact of policy, operational, and system changes, and to avoid subjecting
customers to wide or irregular swings in rates and fees.

In total, these four funds represent 42% of the entire City's budget. The table at the
end of this section shows the actual expenditures and budgets for the major funds,
as well as a total of all remaining appropriated funds in the City, for FY 2014-15, FY
2015-16, and FY 2016-17.

Sewer System Operating Fund

The five-year financial plan for the Sewer System Operating Fund projected an
average effective retail rate increase for the average single family residence of 3.45%
for FY 2016-17. City Council adopted a retail rate increase of 3.25% for FY 2016-17.
The reduced rate was the result of higher than anticipated rate stabilization funds
and increased cost recovery in fee and permit programs. The primary factors
contributing to the FY 2016-17 retail rate increase include funding capital projects,
inflation, and increased costs associated with enhancing and maintaining service
levels. Future-year rate increases are estimated to be 3.25% each year over the five-
year planning horizon.
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The FY 2016-17 Adopted Budget of $540.5 million is an increase of approximately
$14.4 million from the FY 2015-16 Revised Budget. Significant changes include
increased staffing of 14.0 FTE budgeted and increased capital outlay. The FY 2016-
17 Adopted Budget includes $78.1 million of capital outlay, primarily for
maintenance and reliability work, as well as sewage treatment and surface water
management.

In regards to fund reserves, the combined ending fund balances of the Sewer
System Operating Fund and the Sewer System Rate Stabilization Fund must be
equal to or greater than 10% of each year's operating expenses, as defined by bond
covenants. The Bureau of Environmental Services generally maintains 1% reserves
in contingency in its operating fund and 9% or more in its rate stabilization fund.

Portland Harbor Superfund: The Bureau of Environmental Services represents the
City's interests on the Portland Harbor Superfund site by working with the
Department of Environmental Quality to identify and reduce sources of
contamination conveyed to the Willamette River via stormwater outfalls. The
bureau is also working with other stakeholders to assess current and past land use
practices within the lower Willamette drainage basin. This information will be used
in the Superfund process over the next several years to assess the city's potential
liability for cleanup activities. The FY 2016-17 Adopted Budget includes $6.2
million of expenditures in the Environmental Remediation Fund, the fund in which
Portland Harbor costs are isolated.

Water Fund

The preliminary five-year financial plan for the Water Fund projected an average
effective retail rate increase of 9.4% for FY 2016-17. City Council adopted a retail
rate increase of 7.0% for FY 2016-17, which translates into a monthly water bill
increase for the typical residential customer of $2.22, totaling $33.83. The primary
factors contributing to the FY 2016-17 retail rate increase include funding large
capital projects, additions of operating and maintenance positions, and other
escalation factors. Future-year rate increases are forecasted at approximately 8.0%
to 10.0% per year over the next four years.

The operating budget of $89.5 million for FY 2016-17 includes increases of 4.5% or
$5.7 million, including the addition of 9.5 FTE positions. The bureau's FY 2016-17
capital budget is $82.9 million, which includes continued construction of water
storage facilities to comply with the Long Term 2 Enhanced Surface Water
Treatment Rule, a conduit to cross the Willamette River, and programs and projects
that maintain, improve, and replace aging infrastructure that is essential to the
long-term liability of the water system.

In regards to fund reserves, the Portland Water Bureau's policy is to keep a
minimum of $15 million in operating reserves in the Water Fund, representing
about 45 days of operating budget expenditures, and a further minimum of $5
million in the Water Construction Fund. The Portland Water Bureau's actual
financial reserves at any point are typically larger than these amounts, and vary
with the timing of bond sales, the dates for scheduled debt service payments,
season of the year, weather, and other factors.

50

City of Portland, Oregon - FY 2016-17 Adopted Budget



Financial Overview

Transportation Operating Fund

The FY 2016-17 Adopted Budget for the fund is $310.6 million, reflecting a $31.5
million increase from the FY 2015-16 Revised Budget. The Adopted Budget
includes $57.3 million of capital expenditures including funding for streetlight LED
conversion, the Sellwood Bridge replacement match, bridges and overpasses,
safety projects, and road rehabilitation.

The Portland Bureau of Transportation's five-year (FY 2016-21) financial forecast for
the fund is balanced and does not require reductions. A parking meter rate increase
of 40 cents is increasing revenues by $17.5 million to the forecast, but an Oregon
Department of Transportation adjustment to debt service allocations to counties
has reduced revenue projections by $8.8 million versus the prior forecast. An
additional $3.1 million in ongoing General Transportation Revenues (GTR) is
added over the five-year forecast for the 100-mile pavement maintenance goal. The
additional funding supports a relatively more expensive preventative pavement
treatment mix than earlier years of the program.

With the passage of Measure 26-173 and the heavy-vehicle tax, the Portland Bureau
of Transportation will receive an estimated $74.0 million over four years to address
critical transportation needs, including safer connections to schools and preventive
roadway maintenance. Yet even with this new funding, more investment is needed
to prevent the further long-term deterioration of the City's transportation
infrastructure. The local commitment that residents made with the passage of the
new transportation funding measures will make it easier for the City to go to the
state legislature in 2017 and seek additional statewide revenue.

Significant one-time transfers from the General Fund include $1.8 million for two
major maintenance projects, $1.5 million for paving preservation, $300,000 for
Vision Zero safe crossings, and $300,000 for the third year of work on the SW
Corridor rapid transit plan. The ongoing allocation for the Out of the Mud program
to fix unimproved streets was reduced from $1.2 million to about $450,000.

The Portland Bureau of Transportation maintains a Transportation Reserve Fund
(separate from the operating fund) but has been unable to fund it at the desired
10% level of discretionary revenues.
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Figure 21: Summary of Major Funds

General Sewer System Transportation Water All Other
Fund Operating Fund Operating Fund Fund Funds Total

FY 2014-15 Actual

Beginning Balance 37,067,314 57,842,684 60,783,863 69,566,152 628,784,005 854,044,018
External Revenues 478,253,736 330,545,215 158,749,451 154,438,010 1,163,203,725 2,285,190,137
Internal Revenues 51,179,799 96,069,724 44,676,840 100,975,484 464,751,125 757,652,972
Total Resources 566,500,849 484,457,623 264,210,154 324,979,646 2,256,738,855 3,896,887,127
Bureau Expenses 468,252,103 206,595,916 167,808,009 157,112,207 586,804,040 1,586,572,275
Fund-level Expenses 52,191,005 213,121,722 28,670,506 92,969,877 769,885,520 1,156,838,630
Ending Fund Balance 46,057,741 64,739,985 67,731,639 74,897,562 900,049,295 1,153,476,222
Total Requirements 566,500,849 484,457,623 264,210,154 324,979,646 2,256,738,855 3,896,887,127
FY 2015-16 Revised Budget

Beginning Balance 46,250,590 65,180,000 54,346,325 74,897,562 871,427,205 1,112,101,682
External Revenues 496,283,575 345,257,427 158,654,625 160,952,166 782,730,481 1,943,878,274
Internal Revenues 53,124,657 115,670,634 66,110,494 84,203,461 504,069,793 823,179,039
Total Resources 595,658,822 526,108,061 279,111,444 320,053,189 2,158,227,479 3,879,158,995
Bureau Expenses 515,806,570 236,007,960 179,611,539 145,049,709 780,069,581 1,856,545,359
Fund-level Expenses 71,752,025 235,081,707 22,961,404 101,817,687 675,018,220 1,106,631,043
Contingency 8,100,227 54,838,394 76,538,501 73,185,793 477,963,399 690,626,314
Ending Fund Balance - 180,000 - - 225,176,279 225,356,279
Total Requirements 595,658,822 526,108,061 279,111,444 320,053,189 2,158,227,479 3,879,158,995
FY2016-17 Adopted Budget

Beginning Balance 27,039,794 69,180,000 63,609,018 77,244,561 805,910,928 1,043,044,301
External Revenues 515,164,454 348,110,000 196,078,151 164,544,786 1,192,905,723 2,416,803,114
Internal Revenues 59,796,414 123,234,487 50,895,182 100,563,755 489,249,500 823,739,338
Total Resources 602,000,662 540,524,487 310,642,351 342,353,102 2,488,000,151 4,283,586,753
Bureau Expenses 534,621,483 243,878,025 203,403,306 172,810,443 916,377,632 2,071,090,889
Fund-level Expenses 61,732,193 221,995,369 21,184,900 92,515,018 720,526,127 1,117,953,607
Contingency 5,646,986 74,471,093 86,054,145 77,027,641 536,553,338 779,753,203
Ending Fund Balance - 180,000 - - 314,609,054 314,789,054
Total Requirements 602,000,662 540,524,487 310,642,351 342,353,102 2,488,0006,151 4,283,586,753
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CHANGES IN FUND BALANCE - ALL FUNDS

The following table shows the beginning fund balance, change in fund balance, and
ending fund balance (including contingency) for each fund within the City. It
should be noted that most funds budget anticipated unspent resources as
contingency and not ending fund balance. This allows the funds to be accessible
during the fiscal year, if needed. To show a more accurate portrayal of changes in
fund balance, the table combines ending fund balance and contingency. Please also
note that reserves for debt service are displayed as ending fund balance in the
following table, but are broken out separately in the fund detail pages of Volume 2.
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Figure 22: Changes in Fund Balance

Fund Beginning Change in Fund Balance | Ending Balance plus Contingency
42nd Avenue NF Debt Service Fund 1,000 (1,000) -
82nd Ave/Division NP Debt Service Fund 1,000 (1,000) -
Airport Way Debt Service Fund 2,484,414 (987,981) 1,496,433
Arts Education & Access Fund 6,563,990 (503,512) 6,060,478
Assessnment Collection Fund 78,589 950 79,539
Bancroft Bond Interest and Sinking Fund 13,952,574 (320,620) 13,631,954
BFRES Facilities GO Bond Construction Fund 707,404 (707,206) 198
Bonded Debt Interest and Sinking Fund 200,000 - 200,000
Central Eastside Ind. District Debt Service Fund 2,413,718 (7,855) 2,405,863
Children's Investment Fund 3,850,000 (1,517,297) 2,332,703
CityFleet Operating Fund 22,035,898 8,588,816 30,624,714
Conrrunity Development Block Grant Fund 150,000 (150,000) -
Convention and Tourism Fund 61,206 (61,206) -
Convention Center Area Debt Service Fund 8,089,711 5,939,785 14,029,496
Cully Blvd. NFI Debt Service Fund 1,000 (1,000) -
Development Services Fund 62,159,090 3,236,815 65,395,905
Division-Mdway NFl Debt Service Fund 1,000 (1,000) -
EBS Services Fund 3,224,041 (1,266,214) 1,957,827
Emergency Conmrunication Fund 1,085,886 (10,150) 1,075,736
Environmental Remediation Fund 1,800,000 186,813 1,986,813
Facilities Services Operating Fund 35,327,155 (7,164,913) 28,162,242
Fire & Police Disability & Retirement Fund 12,588,094 (4,919,983) 7,668,111
Fire & Police Disability & Retirement Res Fund 750,000 - 750,000
Gas Tax Bond Redenrption Fund 1,673,047 - 1,673,047
Gateway URA Debt Redenrption Fund 269,142 (269,142) -
General Fund 27,039,7%4 (21,392,808) 5,646,986
General Reserve Fund 56,157,989 2,424,600 58,582,589
Golf Fund 412,562 (17,197) 395,365
Grants Fund 9,500,000 (9,500,000) -
Headw aters Apartment Conplex Fund 808,305 216,695 1,025,000
Health Insurance Operating Fund 17,543,181 (1,443,115) 16,100,066
HOIVE Grant Fund 75,000 (75,000) -
Housing Investrment Fund 2,578,089 (2,510,644) 67,445
Hydroelectric Pow er Bond Redenption Fund 1,799,100 (1,786,551) 12,549
Hydroelectric Pow er Operating Fund 222,700 34,721 257,421
Hydroelectric Pow er Renew al Replacement Fund 10,863,900 303,000 11,166,900
Insurance and Qains Operating Fund 26,509,618 476,700 26,986,318
Interstate Corridor Debt Service Fund 9,015,683 (3,304,335) 5,711,348
Lents Town Center URA Debt Redernrption Fund 4,091,617 (1,059,025) 3,032,592
Local Inproverrent District Fund 2,657,600 149,543 2,807,143
North Macadam URA Debt Redenrption Fund 4,978,296 (12,646) 4,965,650
Parking Facilities Fund 10,619,115 (4,404,416) 6,214,699
Parkrose NP Debt Service Fund 1,000 (1,000) -
Parks Capital Inprovenent Program Fund 35,413,196 (15,470,476) 19,942,720
Parks Endow ment Fund 181,465 (18,165) 163,300
Parks Local Option Levy Fund 672,516 (672,516) -
Fension Debt Redenrption Fund 750,000 - 750,000
Police Special Revenue Fund 3,196,694 (3,189,694) 7,000
Portland International Raceway Fund 262,206 30,501 292,707
Portland Parks Mennorial Fund 7,514,370 (5,425,075) 2,089,295
Rrinting & Distribution Services Operating Fund 511,932 (29,951) 481,981
Rublic Safety GO Bond Fund 9,585,190 (4,661,905) 4,923,285
River District URA Debt Redenption Fund 9,781,414 (2,162,556) 7,618,858
Rosew ood NPl Debt Service Fund 1,000 (1,000) -
Sewer System Construction Fund 85,000,000 74,047,000 159,047,000
Sewer System Debt Redenption Fund 61,825,000 14,300,000 76,125,000
Sewer System Operating Fund 69,180,000 5,471,093 74,651,093
Sewer System Rate Stabilization Fund 73,500,000 625,000 74,125,000
Solid Waste Management Fund 2,773,911 15,907 2,789,818
South Park Blocks Redenption Fund 9,674,835 (589,239) 9,085,596
Spectator Venues & Visitor Activities Fund 6,100,000 (2,574,823) 3,525,177
Tax Increment Financing Reirrbursement Fund 8,287,540 (8,287,540) -
Technology Services Fund 15,834,199 (5,808,196) 10,026,003
Transportation Operating Fund 63,669,018 22,385,127 86,054,145
Transportation Reserve Fund 5,148,460 725,000 5,873,460
Water Bond Sinking Fund 36,749,800 6,518,999 43,268,799
Wiater Construction Fund 73,469,005 20,291,936 93,760,941
Water Fund 77,244,561 (216,920) 77,027,641
Waterfront Renew al Bond Sinking Fund 8,628,807 (972,845) 7,655,962
Workers' Conp. Seff Insurance Operating Fund 13,747,674 (993,328) 12,754,346
Total 1,043,044,301 51,497,956 1,004,542,257 |
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Figure 23: Debt Ratings

Financial Overview
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obligations. "Aaa" is the highest possible rating, and is based on analysis of four
basic factors: economic condition, debt load, financial condition, and overall
management of the City.

For over 39 years, the City's unlimited tax general obligation debt has been rated
"Aaa" by Moody's. Since May, 2010, the City's First Lien Water System Revenue
Bonds have also been rated Aaa by Moody's. The City's limited tax revenue bonds
are rated Aal by Moody's. The underlying ratings for most other types of City
revenue bonds are between "Aa3" and "Aal" by Moody's and either "AA" or "AA-"
by Standard & Poor's. Some of the City's bonds are insured and originally carried
the triple-A rating of the bond insurer. Beginning in 2008, all bond insurers
experienced rating downgrades, resulting in the effective ratings for a significant
portion of the City's insured bonds to be equal to the City's own underlying rating.

The following is a brief summary of the City's existing debt and debt instruments,
projected as of June 30, 2016.
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Unlimited Tax
General Obligation
Debt

Revenue Bonds

General Fund-
Backed Debt

Unlimited Tax General Obligation ("GO") debt is backed by the full faith and credit
and unlimited taxing power of the City as approved by voters. Under current
Oregon law, all general obligation debt (except for refunding bonds) must be
approved by the voters. The City's outstanding GO debt includes:

+ $99.3 million of voter-approved general obligation bonds for emergency
facilities, public safety improvements, and park improvements.

Revenue bonds are secured by, and payable from, specifically pledged revenue
sources such as water or sewer user fees. The City's outstanding revenue bonds
include:

+ $1.6 billion of sewer system revenue bonds
$425.7 million of long-term urban renewal bonds

$10.9 million on a line of credit secured solely by River District tax increment
revenues

$602.3 million of water revenue bonds
$1.7 million of hydroelectric power revenue bonds

General Fund-backed debt is either paid from, or secured by, the General Fund and
includes:

¢ $202.0 million of limited tax pension obligation bonds, of which approximately
$75.0 million is attributed to General Fund bureaus and approximately $127.0
million to non-General Fund bureaus.

¢ $91.7 million of limited tax revenue bonds for projects related to an
intergovernmental agreement known as the Visitor Development Initiative,
which includes outstanding bonds for the Convention Center Expansion project
($74.0 million), Civic Stadium (Providence Park) Improvement project ($17.0
million), and Portland Center for Performing Arts improvements ($0.8 million).
While ultimately secured by the General Fund, these bonds are expected to be
repaid with revenues generated from surcharges on the transient lodging tax
and the motor vehicle rental tax levied by Multnomah County and, for the Civic
Stadium bonds, also from revenues generated from Spectator Facilities
operations.

+ $31.4 million of limited tax revenue bonds for building improvements and
equipment acquisition.

¢ $1.7 million of arena limited tax revenue bonds. Proceeds of these bonds were
used to refund bonds originally issued for public improvements relating to the
Oregon Arena Project. These arena limited tax revenue refunding bonds are
ultimately secured by the City's General Fund. However, the City expects to
pay the debt service on these bonds from revenues received from the Oregon
Arena Project.

+ $12.0 million of limited tax revenue bonds issued to fund the City's share of the
Providence Park (formerly JELD-WEN Field) project. These limited tax revenue
bonds are ultimately secured by the City's General Fund. However, the City
expects to pay the debt service on these bonds from revenues of the Spectator
Facilities Fund.
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$32.8 million of limited tax revenue bonds issued to fund a portion of the City's
share of the Portland to Milwaukie Light Rail project. The City expects to pay
the debt service from legally available resources of the Portland Bureau of
Transportation.

$41.4 million of limited tax revenue bonds to finance the City's share of the
Sellwood Bridge project. The City expects to pay the debt service from legally
available resources of the Portland Bureau of Transportation.

$12.7 million of limited tax revenue bonds issued to refund bonds originally
issued to pay for the Portland Streetcar project. These bonds are expected to be
repaid from parking revenues, but are additionally secured by the General
Fund.

$15.1 million of limited tax housing revenue bonds.

$36.8 million of limited tax improvement bonds issued to finance property
owner assessments.

$1.7 million of bonds issued for improvements in the South Waterfront area of
the City.

$37.0 million of principal on urban renewal lines of credit. It is expected these
interim financing obligations will be retired with the proceeds of long-term
urban renewal and redevelopment bonds.

$2.0 million of principal on lines of credit used to provide short-term and
interim financing for local improvement district projects.

$9.1 million of principal on a line of credit used to provide interim financing for
the Lighting Efficiency Program.

$20.0 million of principal on a line of credit used to provide interim financing
for the Sellwood Bridge project.

$1.4 million of principal on a line of credit for the Portland Harbor Restoration
project.

$1.1 million of principal on a River District urban renewal area line of credit.

Under Oregon law (ORS 287A.050), the City's unlimited tax general obligation debt
limit is equal to 3% of the City's real market valuation ($102.6 billion), or about $3.1
billion. The City's debt policies are more restrictive, specifying that unlimited tax
general obligation debt can be no more than 0.75% of real market value, or
approximately $769.7 million for FY 2015-16. Currently, the City has $99.3 million
of outstanding unlimited tax general obligation debt that is subject to this debt
limitation. The City also has an additional $42.2 million of voter authority for GO
parks bonds that are currently unissued

Figure 24: Debt Limitation Criteria

FY 2015-16 Real Market Value $102,628,140,456
3% of Real Market Value $3.078.844.214
City outstanding debt subject to limit $99.250,000
Percent of limitation outstanding 3.22%
Debt margin $2.070.594.214
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The figure below displays gross bonded debt per capita. Included in these figures
are the City's outstanding unlimited tax general obligation bonds, limited tax
improvement bonds, limited tax revenue bonds, and General Fund-backed lines of
credit.

Figure 25: Gross Bonded Debt per Capita
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The The City actively monitors opportunities to refund bonds for economic
savings. Additionally, there are times when existing bond covenants or other
financial structures impinge on prudent and sound financial management. In such
cases, the City may choose to refund debt for restructuring purposes.

The City's debt management policies prescribe the circumstances under which the
City may refinance outstanding debt. In order to issue advance refunding bonds
(i.e., bonds in which the call or maturity date of the refunded bonds is more than 90
days from the date of issuance of the refunding bonds), net present value savings
must equal at least 5% of the proceeds of the refunding bonds. Exceptions to this
policy can be made with the approval of the Debt Manager and the Director of the
Bureau of Revenue and Financial Services. The City may issue current refunding
bonds (bonds in which the call or maturity date of the refunded bonds is 90 days or
less from the date of issuance of the refunding bonds) when net present value
savings is equal to or exceeds $100,000. Savings requirements for current or
advance refundings undertaken to restructure debt may be waived by the Debt
Manager and the Director of the Bureau of Revenue and Financial Services if such a
restructuring is in the City's overall best financial interests.

In FY 2015-16 the City issued the following refunding bonds: the First Lien Sewer
System Revenue Refunding Bonds, 2015 Series A which refunded the outstanding
First Lien Sewer System Revenue Refunding Bonds, 2004 Series B, the First Lien
Sewer System Revenue Refunding Bonds, 2005 Series A, and the First Lien Sewer
System Revenue Bonds, 2006 Series A; the Second Lien Sewer System Revenue
refunding Bonds, 2015 Series B which refunded the Second Lien Sewer System
Revenue Bonds, 2006 Series B; and the Airport Way Urban Renewal and
Redevelopment Refunding Bonds, 2015 Series A which refunded the Airport Way
Urban Renewal and Redevelopment Refunding Bonds, 2005 Series A.

In addition to the refunding bonds described above, the City issued $25.9 million of
general obligation Parks bonds representing the first issuance of bonds to finance
park improvements authorized by voters in November 2014.
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Also, in FY 2015-16, the City borrowed approximately $23.6 million on credit
facilities to provide interim finance for projects including lighting efficiency, harbor
restoration, levee engineering analysis, local improvement district ("LID") program,
and River District urban renewal area projects. Of the amount borrowed,
approximately $6.9 million was used to replace balances on expiring credit facilities
for the LID and lighting efficiency program.

The City anticipates issuing the following debt obligations during FY 2016-17
(amounts are approximate):

+ $91.9 million in first lien water system revenue bonds to finance water system
capital improvements.

+ $171.3 million in second lien sewer system revenue bonds to finance sewer
system capital improvements.

+ $34.5 million in tax anticipation notes for the Fire & Police Disability &
Retirement Fund

+ $18.5 million in limited tax revenue bonds to refinance an existing credit facility
and finance any remaining portion of the lighting efficiency program.

+ $36.0 million in limited tax revenue bonds to refinance an existing credit facility
and finance the City's share of the remaining portion of the Sellwood Bridge
project

The City will likely incur additional indebtedness during FY 2016-17 for other

capital needs. The amounts and specific types of debt instruments to be issued will

be determined throughout the fiscal year.

The City of Portland offers a number of limited property tax abatement programs
that serve as financial and policy tools designed to carry out housing goals,
especially those that call for assisting low- and moderate- income households
through the preservation or construction of housing or through programs which
increase homeownership. The programs also advance important urban
development, transportation, and growth management goals which are carried out
by providing incentives for new housing development in certain locations.

The Portland Housing Bureau reports annually on current abatements and the
estimated tax impacts. This report can be found on the bureau's website. The most
recent report, issued in March 2016, covers tax year 2014-15. In that year 14,549
units received exemptions. The forgone revenue associated with these exemptions
is $5.3 million for the City and $12.1 million for all other taxing jurisdictions.

In June 2012 the Portland Housing Bureau completed a two-year policy review
project and Council adopted recommended changes to the Homeownership and
Multi-Unit Limited Tax Exemption programs for a three-year pilot period. Changes
included caps on the programs, more rigorous requirements for alignment with
City housing and community goals, and administrative procedures to increase
efficiency, accountability, and transparency.
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Summaries of Financial Policies

Comprehensive
Financial
Management Policies
Overview

Financial Planning

The City has formal financial policies, adopted by City Council, as a component of
sound government financial management. These policies provide direction to City
leaders in making budgetary and financial management decisions. The complete
set of policies and their associated linked procedures are on the City's website
under Portland Policy Documents, Finance Section. The policies reflected below
were last updated and adopted by City Council in May 2008, with an effective date
of July 1, 2008. These policies are currently under review, with some changes likely
to be adopted by City Council in early FY 2014-15. A summary of these policies,
numbered as part of the Portland Policy Documents, follows.

The City of Portland is accountable to the community for the use of public dollars.
Municipal resources will be used wisely to ensure adequate funding for the
services, public facilities, and infrastructure necessary to meet the community's
present and future needs. Financial management policies serve as the blueprint to
achieve the fiscal stability required to meet the City's goals and objectives.

The objectives for comprehensive financial management policies are to:

+ Guide City Council and City management policy decisions that have significant
tiscal impact;
Support planning for long-term needs;
Maintain and protect City assets and infrastructure;

Set forth operating principles that minimize the financial risk in providing City
services;

+ Optimize the efficiency and effectiveness of services to reduce costs and
improve service quality;

+ Employ balanced and fair revenue policies that provide adequate funding for
desired programs;

+ Maintain financial stability and sufficient financial capacity for present and
future needs;

+ Promote sound financial management by providing accurate and timely
information on the City's financial condition;

+ Maintain and enhance the City's credit ratings and prevent default on any
municipal financial obligations;

+ Ensure the legal use of financial resources through an effective system of
internal controls;

+ Promote cooperation and coordination within the City, with other governments
and with the private sector in the financing and delivery of services; and

+ Ensure the legal use of financial resources through an effective system of
internal controls.

The City of Portland will prepare long-range financial plans to guide City Council
in adopting the City budget and to assist Council in ensuring the delivery of
needed services through all types of economic cycles. The plans help Council and
the community evaluate the financial impact of all programs within the context of
regional and local economic conditions. The plans will also assist in coordinating
funding needs among enterprise, special revenue, and General Fund functions and
needs.
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Financial planning and budgeting will be based on the following principles:

+ Revenue estimates will be prepared on a conservative basis to minimize the
possibility that economic fluctuations could jeopardize ongoing service
delivery during the fiscal year.

+ Expenditure estimates will anticipate needs that are reasonably predictable.

Forecasts will rely on a common set of basic economic assumptions that will be
established, updated, and distributed by the City Budget Office.

The City Budget Office will prepare an annual City financial assessment report.
This report will include a comprehensive overview of the City's financial condition.
Five-year financial plans will be prepared annually for the General Fund, General
Fund bureaus, major enterprise funds, special revenue funds, and internal service
funds. General Fund bureaus will forecast and monitor their own revenues and
expenditures. Enterprise and special revenue fund forecasts will identify any
impact on rates.

Each bureau that has major capital assets will develop and maintain five-year
capital improvement plans. The City will annually prepare a Citywide five-year
Capital Improvement Plan that includes prioritized bureau needs for capital
replacement, additions, and major maintenance.

The City will preserve its current physical assets and plan in an orderly manner for
future capital investments, including the operating and maintenance costs
associated with new or additional capital improvements or major equipment. The
City will annually prepare a Citywide Capital Asset Management Report for
Council consideration, and the report will be delivered to Council prior to the
annual budget discussions. At least 50% of General Fund one-time discretionary
revenue will be allocated to infrastructure maintenance or replacement in the fall
budget monitoring and adopted budget processes.

The City will develop and implement a budget process that will:

+ Make prudent use of public resources;

+ Include financial forecast information to ensure that the City is planning
adequately for current and future needs;

+ Involve community members, elected officials, employees, and other key
stakeholders;

+ Provide performance measurement data to assist in assessing program
effectiveness; and

+ Comply with City Charter, City Code, and State of Oregon Local Budget Law.

The Mayor will develop and present a proposed City budget to the Council for
consideration and adoption. The City Budget Office will issue guidelines and rules
for the preparation and review of bureau budget requests to the Mayor including a
proposed annual budget process and calendar. The City Budget Office will
maintain a system for financial monitoring and control of the City's budget during
the fiscal year and will also review ordinances and significant administrative
decisions submitted for Council actions throughout the fiscal year.
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For the fall budget monitoring process, at least 50% of General Fund discretionary
revenue that exceeds budgeted beginning balance (adjusted) will be allocated to
infrastructure maintenance or replacement. Funds that had been reserved to pay
for General Fund encumbrances but are not needed for this purpose will also be
added to General Fund contingency or spent on one-time needs.

The budget will comply with the following operating principles:

¢ Ineach fund, resources shall be equal to requirements resulting in a balanced
budget.

+ One-time funds are General Fund resources designed to be used for projects
and purchases that can be accomplished within the fiscal year.

+ Unless otherwise stated explicitly by the Council, the City will not dedicate
discretionary revenues for specific purposes in the General Fund. This will
preserve the ability of the Council to determine the best use of available
revenues to meet changing service requirements.

+ The City will budget only the amount of revenue that is needed to fund
projected expenditures within the fiscal year.

+ The City will optimize the efficiency and effectiveness of its services to reduce
costs and improve service quality. The City will coordinate its service delivery
with other applicable public and private service providers.

+ City operations will be run on a self-supporting basis where doing so will
increase efficiency in service delivery or recover the full cost of providing the
service by a user fee or charge.

+ The City will budget a contingency account for each operating fund adequate to
address reasonable but unforeseen requirements within the fiscal year.

The City shall maintain a system of financial monitoring, control, and reporting for
all operations, funds, and agencies to provide effective means of ensuring that
overall City goals and objectives are met and to assure the City's citizens, partners,
and investors that the City is well managed and fiscally sound.

The City will maintain its accounting records and report on its financial condition
and results of operations in accordance with state and federal law and regulations,
Generally Accepted Accounting Principles (GAAP), and standards established by
the Governmental Accounting Standards Board (GASB). Budget reporting will be
in accordance with Oregon Local Budget Law.

A qualified independent firm of certified public accountants will perform an
annual financial and compliance audit of the City's financial statements. The firm's
opinions will be presented in the City's Comprehensive Annual Financial Report
(CAFR), in the single audit report as required by the Single Audit Act of 1984, and
in the independent auditor's Report on Compliance and on Internal Control over
Financial Reporting.
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The City will maximize and diversify its revenue base to raise sufficient revenue to
support essential City services and to maintain services during periods of declining
economic activity. City services providing private benefits should be paid for by
fees and charges as much as possible to maximize flexibility in the use of City
general revenue sources to meet the cost for services of broader public benefit. The
City's overall revenue structure will be designed to recapture some of the financial
benefits resulting from City economic and community development investments.
Revenue collection efforts that produce positive net income for City service
delivery will be the highest budget priority.

Charges for services that benefit specific users should recover full costs, including
all direct costs, bureau overhead, General Fund overhead, loss of interest, and
depreciation on capital plant and equipment.

The City will use and obtain resources as efficiently as possible according to the
following principles:

Use the resources that it already collects

Collect the resources to which it is already entitled

Seek new resources, consistent with its financial policies and City goals

Strive to keep a total revenue mix that encourages growth and keeps Portland
competitive in the metropolitan area

+ Enforce its authority to collect revenue due the City, including litigation if
necessary

* & o o

Bureaus shall conservatively estimate revenue and shall retain all excess bureau-
generated revenue. Overall bureau revenue shortfalls requiring additional General
Fund discretionary resources will result in a bureau current appropriation level
reduction.

Reserve funds will be established and maintained to ensure the continued delivery
of City services to address emergencies, address a temporary revenue shortfall, or
provide stability during economic cycles. Sufficient reserve funds will be managed
to provide adequate cash flow, stabilize the City's interest rates, and provide
continuity in service delivery.

The City shall maintain adequate cash reserves in each fund in order to maintain a
positive cash position at any time during a fiscal year and at year-end.

The level of the General Reserve Fund shall be 10% of the General Fund
discretionary and overhead resources less beginning fund balance. There are two
parts to the General Reserve Fund: one-half is designated as the emergency reserve
and one-half as the countercyclical reserve. The Council will begin to restore the
reserves used under this policy within 24 months after their first use. The City
Budget Office will manage and monitor the General Reserve Fund and report on
the current and projected level of the reserve funds during each budget process.

The City will establish and maintain a consistent methodology for allocating the
costs of the City's central service functions and activities that benefit or are used by
several City organizations. The goal is to provide stable, predictable, and equitable
costs and rates to organizations that pay for these services.
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Public Finance and
Treasury

Banking Services,
Cash Management,
and Electronic
Payment Processing

The two primary methods used to allocate central services costs to City
organizations are the General Fund overhead (GFOH) model and interagency
agreements. Business service activities that recover costs through rates and
interagency agreements will periodically compare the cost of its fees and rates with
other comparable agencies and/or businesses, and report these findings to its
customers.

Costs will be allocated for general central support services or activities budgeted in
the General Fund. Bureaus and operations that are budgeted in the General Fund
do not pay GFOH. The amount to be recovered through the GFOH model shall
include all costs of the bureau or activity less all internal and external revenue. The
City Budget Office will provide each paying agency with its projected GFOH costs
in a timely manner so the costs can be included in each agency's budget request.

The City Budget Office will annually review the updated GFOH model to ensure
that it meets the goal of providing a stable, predictable, and equitable allocation of
GFOH costs. Every five years, the City Budget Office will conduct a comprehensive
review of the GFOH model to identify any needed changes. The results of this
review and any recommendations will be provided to the Council.

Costs for services or activities provided to customers that can be defined on a per
unit basis based on actual consumption will be allocated through rates. Designated
business service activities will recover their costs by charging rates. Those bureaus
recovering costs through the use of rates shall do so through the use of interagency
agreements between the providing bureau and the receiving bureau. The amount
to be recovered by those bureaus through rates shall include all direct and indirect
costs of the bureau less any external revenue.

The system of interagency agreements involves budgeting, billing, and service
description components. The Chief Administrative Officer issues procedures for
interagency agreements that describe the types of agreements, the required
elements, budgeting, rate setting, billing, and dispute resolution.

The City Treasurer is the custodian of all public money of the City, and the Public
Finance and Treasury Division is the central office through which all banking, cash
management, ancillary banking, merchant, investment portfolio, and debt
management services are provided to City bureaus.

The Public Finance and Treasury Division ensures the accurate and timely
accounting, investment, and security of all the City's cash assets. All cash received
by City bureaus is deposited to qualified depositories for public funds and
collateralized as prescribed by Oregon Revised Statutes. Only the City Treasurer is
authorized to establish bank accounts for the City.

The Public Finance and Treasury Division establishes policies regarding all City
banking-related services, including electronic payment processing, which refers to
the use of payment cards (credit and debit cards) and automated clearinghouse
(ACH) methods of payment. Bureaus providing electronic payment processing
options are responsible for all direct and indirect costs associated with providing
these services.
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The City invests its cash assets in accordance with the City's Investment Policy, the
objectives of which are to preserve principal, provide ample liquidity to meet the
City's daily cash requirements, and generate a market rate of return. The
Investment Policy establishes a conservative set of investment criteria with
additional detail on authorized investments, authorized depository institutions
and broker/dealer counterparties, risk analysis, diversification, distribution of
portfolio maturities, internal controls, and reporting. Consistent with the Oregon
Revised Statutes governing the investment of public funds, the City Council adopts
its Investment Policy annually.

The Public Finance and Treasury Division directs the City's debt program, the
objectives of which are to maintain the City's financial health and bond ratings,
while ensuring bureaus have timely and cost-effective access to capital markets to
implement their capital funding programs.

The objectives of the City's Debt Management Policy are to ensure prudent debt
decisions for bureaus, and for the City as a whole, with additional detail on
comprehensive capital planning and financing, limitations on City indebtedness,
structure and term of City indebtedness, short-term debt and interim financing,
improvement district assessment contract financing, urban renewal financing,
conduit financings, financing proposals, selection of finance consultants and
service providers, method of sale, refunding of City indebtedness, use of credit
enhancement, credit ratings, rebate reporting, covenant compliance, ongoing
disclosure, and derivative products.

Summaries of Planning Policies

Comprehensive Plan

The Council has adopted numerous policies governing the provision of specific
services by the City. These policies provide further guidance to bureaus as they
develop the annual budget.

The 1980 Comprehensive Plan for the City inc